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Department of Insurance Governor

300 Arbor Lake Drive, Suite 1200
Columbia, South Carolina 29223

Mailing Address:
P.O. Box 100105, Columbia, S.C. 29202-3105
Telephone: (803) 737-6160

To: Interested Parties — South Carolina’s Coastal Marketplace:

Thank you for taking time out of your busy schedule to visit the Department’s
website concerning coastal property insurance. We appreciate your interest in
South Carolina's improved insurance marketplace. Our state offers many great
opportunities for business, and our southern hospitality extends well beyond a
friendly handshake. At the end of this tour of business opportunities available within
this website, we hope you find that your time was well spent and a worthwhile
investment for your company.

On November 21, 2001, the South Carolina Department of Insurance
partnered with insurance agent associations and insurer representatives to sponsor
a Coastal Property Insurance Forum. The purpose of the Forum was to bring to
insurers attention the many positive opportunities for conducting business in our
friendly regulatory environment. South Carolina's coastal property insurance system
has undergone many positive changes during the past few years, to include some of
the most comprehensive legislative changes in the automobile and property
insurance markets. Industry’s feedback indicates that those changes have improved
the insurance marketplace for consumers, agents and companies. We believe you
will find the information contained in this website a great resource for your company.
Videotape is available at the Office of Independent Insurance Agents of South
Carolina at 1-803-731-9460.

On behalf of Governor Mark Sanford, the citizens of South Carolina, and
members of South Carolina’s insurance industry, thank you for considering South
Carolina as a place to conduct your property insurance business.

Sincerely yours,

Director of Insurance
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SOUTH CAROLINA COASTAL PROPERTY INSURANCE FORUM

SECTION 1

EXECUTIVE SUMMARY




THE SOUTH CAROLINA COASTAL PROPERTY INSURANCE FORUM WAS
SPONSORED BY THE SOUTH CAROLINA DEPARTMENT OF INSURANCE, INSURERS
TRANSACTING ALL LINES OF PROPERTY AND CASUALTY INSURANCE BUSINESS
WITHIN THIS STATE, AND INSURANCE TRADE AND AGENTS' ASSOCIATIONS.

THE PURPOSE OF THE FORUM WAS TO PROVIDE INFORMATION TO INSURERS
CONCERNING SOME OF THE POSITIVE LEGISLATIVE AND REGULATORY CHANGES
MADE IN SOUTH CAROLINA'S PROPERTY INSURANCE MARKETPLACE. WE HOPE THE
EXCHANGE OF INFORMATION RESULTED IN GREATER INSURER PARTICIPATION IN
SOUTH CAROLINA'S PROPERTY INSURANCE MARKET TO MEET THE GROWING NEEDS
OF OUR BUSINESS AND RESIDENTIAL COMMUNITIES.

OVER THE PAST TEN YEARS, THE POPULATION IN SOUTH CAROLINA'S COASTAL
REGION HAS INCREASED SIGNIFICANTLY. RECENT CENSUS DATA REFLECTS THAT
THE COASTAL POPULATION HAS GROWN IN EXCESS OF 162,000 RESIDENTS.
CONSEQUENTLY, BOTH THE VALUE OF PROPERTY INCREASED AND THE GROWTH IN
POPULATION HAD A DIRECT IMPACT ON THE ABILITY OF SOUTH CAROLINA'S
PROPERTY INSURANCE MARKETS TO INCREASE THE DEMAND FROM CONSUMERS.

AS PART OF THE DEPARTMENT'S EFFORTS TO ATTRACT ADDITIONAL MARKETS
TO THE COASTAL AREAS OF THE STATE, THE FORUM HIGHLIGHTED THOSE POSITIVE
LEGISLATIVE AND REGULATORY CHANGES THAT HAVE BEEN ENACTED WITHIN
RECENT YEARS IN SOUTH CAROLINA.

THE FORUM WAS PRESENTED IN TWO SESSIONS. THE FIRST SESSION
FEATURED PRESENTATIONS FROM INDUSTRY REPRESENTATIVES. THE TOPIC AREAS
INCLUDED:

PROPERTY REINSURANCE AVAILABILITY IN SOUTH CAROLINA'S MARKETPLACE;
REGULATORY ENVIRONMENT IN SOUTH CAROLINA;

OPERATIONS OF THE SOUTH CAROLINA WIND AND HAIL ASSOCIATION,;
BUILDING CODES ENFORCEMENT IN SOUTH CAROLINA; AND

ALTERNATIVE RISK MARKETS AVAILABLE IN SOUTH CAROLINA.

THE SECOND SESSION FOCUSED ON SPECIFIC QUESTIONS FROM THE
INDUSTRY REGARDING SOUTH CAROLINA'S MARKETPLACE.

KEY EXECUTIVES REPRESENTING TOP PROPERTY INSURERS WRITING
INSURANCE IN SOUTH CAROLINA ALONG WITH REINSURER REPRESENTATIVES
DISCUSSING OPPORTUNITIES FOR INSURERS TO CONDUCT BUSINESS IN SOUTH
CAROLINA.

THIS PROGRAM BOOK SUMMARIZED SOME OF THE REGULATORY CHANGES
TO SOUTH CAROLINA'S AUTOMOBILE INSURANCE SYSTEM, THE SOUTH
CAROLINA'S WORKERS COMPENSATION INSURANCE MARKET;, AND KEY CONTACT
PERSONS WITHIN OUR STATE’'S PROPERTY INSURANCE MARKETPLACE.
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SECTION 2

PANEL PARTICIPANTS




JAMES AMENT

VICE PRESIDENT —
OPERATIONS

STATE FARM FIRE
AND CASUALTY
COMPANY

STATE FARM FIRE AND CASUALTY COMPANY IS THE PROPERTY INSURANCE
AFFILIATE OF THE STATE FARM GROUP. MR. AMENT CHAIRS STATE FARM’S
CATASTROPHE RESOURCE GROUP WHICH ADVISES SENIOR MANAGEMENT OF
STATE FARM ON CATASTROPHE INSURANCE ISSUES. HE ALSO PARTICIPATES IN
POLICY DEVELOPMENT OF CATASTROPHE INSURANCE RELATED ISSUES BOTH
WITHIN STATE FARM AND WITH OTHER INTERESTED GROUPS.

HE HAS BEEN IN THE PROPERTY INSURANCE BUSINESS MORE THAN THIRTY YEARS,
ALL WITH STATE FARM. HE STARTED HIS CAREER AS AN UNDERWRITER, SPENT
SEVERAL YEARS DRAFTING PROPERTY INSURANCE POLICY LANGUAGE, AND
TWENTY PLUS YEARS HANDLING STATE FARM'S NON-AUTO STATE REGULATORY
RATE AND FORM FILINGS. HE HAS BEEN IN HIS PRESENT ROLE SINCE 1994.



CLIFF BUTLER

ASSISTANT FIELD
VICE PRESIDENT

ALLSTATE INSURANCE
COMPANY

CLIFF BUTLER IS ASSISTANT FIELD VICE PRESIDENT OF THE SOUTHEAST
REGIONAL OFFICE OF ALLSTATE INSURANCE COMPANY. HE IS RESPONSIBLE FOR
GENERATING PROFITABLE GROWTH AND INCREASED MARKET SHARE OF
ALLSTATE'S PROPERTY/CASUALTY AND LIFE/SAVINGS PRODUCTS IN THE
SOUTHEAST REGION THAT INCLUDES SOUTH CAROLINA, NORTH CAROLINA,
GEORGIA AND ALABAMA.

PRIOR TO HIS PRESENT ASSIGNMENT, BUTLER HELD VARIOUS POSITIONS IN THE
ALLSTATE CORPORATE HEADQUARTERS IN NORTHBROOK, INCLUDING DIRECTOR
POSITIONS IN FIELD OPERATIONS, IN CLAIMS, IN FINANCE, IMPLEMENTATION AND
QUALITY. HE ALSO SERVED AS THE ALLSTATE INDEMNITY COMPANY CONTROLLER
AFTER VARIOUS POSITIONS IN THE CONTROLLER DEPARTMENT IN THE NASHVILLE,
FLORIDA AND CHARLOTTE REGIONS.

BUTLER GRADUATED FROM THE UNIVERSITY OF NORTH CAROLINA AT CHARLOTTE
WITH A BACHELOR OF ARTS DEGREE IN BOTH HISTORY AND BUSINESS
ADMINISTRATION.

HE SERVED IN THE U.S. ARMY AS A SPECIALIST IN LEGAL SERVICES.



GREGORY BUTLER

REGIONAL EXECUTIVE
OFFICER

ICAT

PRIOR TO JOINING ICAT, BUTLER SERVED AS THE CHIEF EXECUTIVE OFFICER OF
THE CALIFORNIA EARTHQUAKE AUTHORITY (CEA).

GREG IS RESPONSIBLE FOR EXECUTION OF ICAT’S DAY-TO-DAY UNDERWRITING
AND MARKETING ACTIVITIES.

AsS THE FIRST CEO OF CEA, HE WAS RESPONSIBLE FOR ALL ASPECTS OF MAKING
THE AUTHORITY OPERATIONAL, INDLUCING ESTABLISHMENT OF ALL POLICIES AND
PROCEDURES, OVERSIGHT OF THE RECORD REINSURANCE PLACEMENT AND
SECURING ITS TAX-EXEMPT STATUS. IN HIS TWO YEARS AT THE CEA, HE SAW IT
GROW TO BECOME THE LARGEST PROVIDER OF RESIDENTIAL EARTHQUAKE
INSURANCE IN THE WORLD WITH OVER 900,000 POLICIES.

BUTLER ALSO SERVED AS DEPUTY INSURANCE COMMISSIONER UNDER
CALIFORNIA INSURANCE COMMISSIONER CHUCK QUACKENBUSH.
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SECTION 3

REGULATORY ENVIRONMENT




THOMAS S. MARSHALL, CPCU,
CLU, CIC

REGIONAL VICE PRESIDENT

AUTO-OWNERS INSURANCE
COMPANY

AS REGIONAL VICE PRESIDENT OF AUTO-OWNERS MR. MARSHALL HAS RESPONSIBILITY
FOR COMPANY OPERATIONS IN NORTH CAROLINA, SOUTH CAROLINA AND VIRGINIA.

MARSHALL IS A GRADUATE OF WAKE FOREST UNIVERSITY AND HOLDS AN MBA FROM THE
VWHARTON SCHOOL. OF FINANCE.

HE SERVES ON THE BOARD OF DIRECTORS OF THE SOUTH CAROLINA WIND & HAIL
UNDERWRITING ASSOCIATION AND THE BOARD OF GOVERNORS OF THE NORTH
CAROLINA RATE BUREAU. HE IS A PAST PRESIDENT OF THE CENTRAL CAROLINAS CPCU
CHAPTER, THE NORTH CAROLINA INSURANCE NEWS SERVICE AND THE CAROLINAS
ASSOCIATION OF INSURANCE MANAGERS.

HE 1Is CHAIRMAN OF THE ADVISORY BOARD OF THE BRANTLEY CENTER FOR INSURANCE
STUDIES AT APPALACHIAN STATE UNIVERSITY AND A MEMBER OF THE BOARD OF
DIRECTORS OF THE SOUTHEASTERN INSURANCE INSTITUTE.

HE WRITES A REGULAR COLUMN FOR THE MAGAZINE OF THE INDEPENDENT INSURANCE
AGENTS OF NORTH CAROLINA AND HE IS CO-AUTHOR OF THE INSURANCE INSTITUTE OF
AMERICA TEXTBOOK PRINCIPLES OF INSURANCE PRODUCTION WHICH IS USED IN THE AAI
COURSE.







OVERVIEW

THE MISSION OF THE STATE OF SOUTH CAROLINA DEPARTMENT OF INSURANCE IS TO
PROTECT THE PUBLIC'S INTEREST AND TO PROMOTE FAIR COMPETITION IN THE MARKETPLACE
THROUGH THE LICENSING AND EXAMINATION OF THE INSURANCE INDUSTRY IN THIS STATE; TO
ADMINISTER AND ENFORCE ALL LAWS RELATED TO THE REGULATION OF THE INSURANCE
INDUSTRY; AND TO ENSURE THAT INSURANCE PREMIUM RATES ARE NOT EXCESSIVE,
INADEQUATE, OR UNFAIRLY DISCRIMINATORY, AND IN DOING SO, TO PROVIDE CONSUMERS AND
REGULATED ENTITIES WITH EFFICIENT RESPONSIVE, FAIR, AND EQUITABLE SERVICES.

DURING THE PAST FEW YEARS, THE SOUTH CAROLINA DEPARTMENT OF INSURANCE HAS
ADOPTED SEVERAL IMPORTANT CHANGES TO ITS PROPERTY INSURANCE LAWS AND
REGULATIONS. THESE CHANGES ARE DESIGNED TO ALLOW INSURERS TO COMPETE FOR
BUSINESS WHILE PLACING THE REGULATORY FUNCTIONS IN A POSITION TO MONITOR THE
MARKETPLACE FOR THE PROTECTION ON CITIZENS, AGENTS AND INSURERS. THE CHANGES
ADOPTED IN SOUTH CAROLINA HAVE BEEN ACCOMPLISHED THROUGH OPEN DIALOGUE WITH
INSURERS, THE DEPARTMENT OF INSURANCE, THE SOUTH CAROLINA GENERAL ASSEMBLY,
INSURANCE AGENTS’ ASSOCIATIONS, AND THE TRADE ASSOCIATIONS.

THE FOCUS OF THE CHANGES RELEVANT TO COASTAL PROPERTY INSURANCE ISSUES
ARE STILL DEVELOPING. THE SOUTH CAROLINA DEPARTMENT OF INSURANCE IS TAKING A
LEADERSHIP ROLE IN ADDRESSING BOTH AVAILABILITY AND AFFORDABILITY CONCERNS OF
CITIZENS WHO REQUIRE THE PRODUCT OF INSURANCE TO PROTECT THEIR INVESTMENTS. THE
COASTAL PROPERTY INSURANCE FORUM WAS DESIGNED TO BECOME A CONDUIT FOR OPENLY
ADDRESSING CONCERNS OF THE INDUSTRY. THE LEADERSHIP RESPONSIBILITY ALSO ENTAILED
THE DEPARTMENT MAKING CERTAIN THAT RATES ARE ADEQUATE, NOT EXCESSIVE, NOR
UNFAIRLY DISCRIMANATORY.

THE FOLLOWING CHANGES WERE A CLEAR INDICATION OF THE EFFORTS ALREADY MADE
TO ENSURE THAT COASTAL PROPERTY INSURANCE PRODUCTS MARKETED IN SOUTH CAROLINA
ARE IN KEEPING WITH THE ADEQUACY, NON-EXCESSIVENESS AND NON-DISCRIMINATORY
PROVISIONS OF OUR STATE’S INSURANCE LAWS.

RATES AND FORM FILINGS SERVICE

e FORM FILINGS: PROPERLY COMPLETED FORM FILINGS ARE BEING APPROVED IN LESS
THAN 30 DAYS. TIMELY PROCESSING OF INSURER'S REQUESTS AVOIDS DELAYS AND
FRUSTRATIONS TO INSURERS WHO STRIVE TO GET THEIR PRODUCTS IN THE
MARKETPLACE IN A TIMELY FASHION TO IMPROVE THEIR COMPETITIVE POSTURE.

e RATE FILINGS: FILINGS SUBMITTED TO THE DEPARTMENT OF INSURANCE PROCESSED
IN LESS THAN 30 DAYS, IF FORMS PROPERLY COMPLY WITH STATE FILING
REQUIREMENTS. INSURERS BENEFIT BY IMPLEMENTING STRATEGIC PLANS FOR RATE
COMPETITIVENESS AND BEING ABLE TO IMPLEMENT RATE CHANGES AS PLANNED.

e CONSENT TO RATE: CONSENT TO RATE FILINGS HAVE BEEN CHANGED TO ALLOW AN
INSURED AND AN INSURER TO CONSENT TO A RATE DIFFERENT FROM THE MANUAL
RATE. THIS REVISION BENEFITS INSURERS BY ALLOWING THEM TO CONTRACT WITH



POLICYHOLDERS WHO HAVE RISK CHARACTERISTICS THAT VARY FROM THOSE
REVISIONS IN THE RATING MANUAL. WITH THE INSURED'S CONSENT, AN INSURER MAY
CHARGE EITHER A HIGHER OR A LOWER PREMIUM THAN THE MANUAL RATE FOR A
DESIGNATED RISK. THIS CHANGE HAS BEEN ESPECIALLY BENEFICIAL FOR INSURING
RISKS IN THE SEACOAST AREA OF THE STATE.

DE-REGULATION - FILE AND USE: INSURANCE FORM FILINGS: A PROVISION HAS BEEN
ADDED TO SOUTH CAROLINA'S INSURANCE LAWS ALLOWING INSURERS TO FILE AND
USE FORM FILINGS. FILINGS MAY BE USED 30 DAYS AFTER FILING WITH THE
DEPARTMENT. THE BENEFIT ALLOWS INSURERS AND EMPLOYERS TO ESTABLISH
AGREEMENTS THAT ARE SPECIFIC TO THAT EMPLOYER.

DE-REGULATION - LARGE COMMERCIAL RISK RATING. A PROVISION HAS BEEN ADDED
TO SOUTH CAROLINA’S LAWS ALLOWING INSURERS TO NOT FIVE RATE FOR POLICIES
ISSUED TO LARGE COMMERCIAL RISK. THE THRESHOLD IS $50,000 IN AGGREGATE
PREMIUM.

THIRTY-DAY FILE-AND-USE: ALLOWS INSURERS TO FILE AND USE RATES FOR WIND
COVERAGE WHICH ARE 90% OR LESS THAN RATES CHARGED BY, AND APPROVED FOR,
SOUTH CAROLINA WIND AND HAIL UNDERWRITING ASSOCIATION (NORMALLY, PRIOR
APPROVAL REQUIRED ON RATE CHANGE REQUESTS). THIS PROCESS ALLOWS
INSURERS MORE FLEXIBILITY IN SECURING AN ADEQUATE RATE AND EXPEDITE THE
FILING PROCESS.

SIX*MONTH RATE CHANGE: ALLOWS 6-MONTH RATE CHANGES FOR WIND COVERAGE
PREMIUMS. PROVIDES QUICKER REACTION TIME AS REINSURANCE COSTS CHANGE.

INSURER LICENSING SERVICES

INSURER LICENSING: LICENSING REQUESTS SUBMITTED TO THE DEPARTMENT BY NEW
INSURERS CAN BE ACCOMPLISHED WITHIN 60-120 DAYS ONCE INSURERS FILE
PROPERLY COMPLETED APPLICATIONS CONTAINING STATUTORILY REQUIRED
FINANCIAL AND MARKET CONDUCT INFORMATION. THE DEPARTMENT’S LICENSING
STAFF IS READILY AVAILABLE TO ANSWER QUESTIONS AND ASSIST IN THE LICENSING
PROCESS. BOTH INSURERS, AGENTS AND CONSUMERS BENEFIT FROM THE
TIMELINESS OF LICENSING INSURERS TO CONDUCT BUSINESS IN THE STATE.
INSURERS ARE ABLE TO MEET TARGETED MARKETING STRATEGIES.

AGENTS' LICENSING: AGENTS AND BROKERS' LICENSING REQUESTS ARE
CONSISTENTLY PROCESSED WITHIN 24-72 HOURS, IF FORMS ARE PROPERLY
COMPLETED. THIS IMPROVED PROCESS ALLOWS INSURERS TO HAVE THEIR
INSURANCE AGENTS PROPERLY TRAINED AND EMPLOYED WITHIN THE TARGET MARKET
WITHOUT DELAY. INSURERS AND LICENSED AGENTS CAN INTRODUCE PRODUCTS IN
THE MARKET PLACE ACCORDING TO SCHEDULE. A TIMELY LICENSING PROCESS
REDUCES POTENTIAL FOR INSURERS AND AGENTS OPERATING IN AN ILLEGAL
CAPACITY.




OTHER REGULATORY CHANGES

CUSTOMER SERVICES: THE DEPARTMENT'S STAFF READILY PROVIDES ASSISTANCE
REGARDING QUESTIONS AND CONCERNS REGARDING RATE AND FORM FILINGS,
EXISTING INSURANCE LAWS AND LEGISLATIVE CHANGES AFFECTING THE SALE OF
INSURANCE IN THE STATE. CONSUMER’S REQUEST FOR ASSISTANCE IN OVER 85%
OF THE TIME ARE RESOLVED WITHIN 15 DAYS. INSURERS, AGENTS, AND CONSUMERS
ALL BENEFIT FROM HAVING THEIR REQUESTS FOR ASSISTANCE MADE TO THE SOUTH
CAROLINA DEPARTMENT OF INSURANCE PROCESSED IN A TIMELY AND PROFESSIONAL
MANNER.

CATASTROPHE MODELING AND REINSURANCE EXPENSES. THE DEPARTMENT
ALLOWS INSURANCE COMPANIES TO USE CATASTROPHE MODELING WHEN MAKING
FILINGS. COMPANIES CAN CONSIDER PAST AND PROSPECTIVE EXPENSES AND
RECOVERIES ASSOCIATED WITH CATASTROPHIC REINSURANCE AND PAST AND
PROSPECTIVE LOSS EXPERIENCE INCLUDING WINDSTORM CATASTROPHE MODELS
AND SIMULATIONS.

LOSsS MITIGATION CREDITS: THE DEPARTMENT ALLOWS THE USE OF VARIOUS NEWLY
DEVELOPED HURRICANE AND WIND RATE FORMULA FACTORS BOTH IN THE COASTAL
AREA AND IN THE NEWLY DEFINED SEACOAST AREA. THIS PROCESS MAKES IT EASIER
FOR INSURERS TO CREATE OR AMEND FILINGS TO FIT SPECIFIC NEEDS.




BRUCE G. EARWAKER, FCAS
VICE PRESIDENT OF PRICING &

UNDERWRITING FOR PERSONAL
LINES

TRAVELERS INSURANCE

MR. EARWAKER HAS BEEN WITH TRAVELERS SINCE 1977, WHERE HE IS NOW
RESPONSIBLE FOR PRICING, UNDERWRITING AND CATASTROPHE MANAGEMENT ON
PROPERTY LINES OF BUSINESS. PREVIOUSLY HE WAS VICE PRESIDENT OF PRICING
& UNDERWRITING FOR PERSONAL LINES AND RESPONSIBLE FOR PRICING AND
UNDERWRITING FOR AUTO AND PROPERTY IN THE NORTHEAST REGION.

BRUCE GRADUATED MAGNA CUM LAUDE WITH A B.S. IN INSURANCE FROM THE
UNIVERSITY OF CONNECTICUT AND HAS PRESENTED EXPERT TESTIMONY AT
FLORIDA RATE HEARINGS HELD TO REVIEW TRAVELERS HOMEOWNERS FILING IN
1993 AND THE CONNECTICUT INSURANCE DEPARTMENT ON THE
DESCRIPTION/VALIDITY/APPLICATIONS OF HURRICANE MODELING IN 1995. HE
WAS ALSO A MEMBER OF THE FLORIDA INSURANCE DEPARTMENT'S HURRICANE
MODELING ACTUARIAL ADVISORY PANEL IN 1994,



JAMES A. KINDER
PRESIDENT

SOUTH CAROLINA CAPTIVE
INSURANCE ASSOCIATION

JIM SERVES AS PRESIDENT OF THE SOUTH CAROLINA CAPTIVE INSURANCE
ASSOCIATION, INC. (SCCIA), A STATEWIDE TRADE ASSOCIATION THAT
REPRESENTS THE CAPTIVE INSURANCE INDUSTRY IN SOUTH CAROLINA. [N THIS
CAPACITY, HE OVERSEES THE ASSOCIATION’S ACTIVITIES INCLUDING EDUCATIONAL
PROGRAMS, TRADE SHOWS, GOVERNMENT RELATIONS, PUBLICATIONS AND
MEMBER SERVICES. MR. KINDER HAS BEEN WITH SCCIA SINCE ITS FOUNDING.

BESIDES SERVING AS PRESIDENT OF SCCIA, MR. KINDER ALSO HOLDS EXECUTIVE
POSITIONS WITH SEVERAL OTHER INDUSTRY TRADE ASSOCIATIONS. HE IS THE
CEO OF THE SELF-INSURANCE INSTITUTE OF AMERICA, INC. (SlIA), CFO OF SELF-
INSURANCE EDUCATIONAL FOUNDATION (SIEF) AND CHAIRMAN/CEO OF SELF-
INSURERS’ PUBLISHING CORP. (SIPC). HE IS A MEMBER OF THE AMERICAN
SOCIETY OF ASSOCIATION EXECUTIVES.

MR. KINDER HAS MORE THAN 35 YEARS EXPERIENCE IN THE INSURANCE INDUSTRY.
JIM STARTED WITH PACIFIC INDEMNITY INSURANCE COMPANY IN LOS ANGELES AS
AN UNDERWRITER, LATER MOVING TO ALEXANDER & ALEXANDER, INC. (NOW AON)
AS DIRECTOR OF THEIR ASSOCIATION INSURANCE DIVISION. AFTER LEAVING A&A,
HE FORMED ASSOCIATION ADMINISTRATORS & CONSULTANTS, INC., A THIRD
PARTY ADMINISTRATOR AND BROKERAGE FIRM LOCATED IN IRVINE, CALIFORNIA.
SHORTLY AFTER, JIM FOUNDED KINDER & ASSOCIATES, INC., WHICH PROVIDES
CONSULTING, ADMINISTRATION MANAGEMENT AND GOVERNMENT PUBLIC
RELATIONS SERVICES FOR INDUSTRY TRADE ASSOCIATIONS. JIM NOW HOLDS
TITLE OF CHAIRMAN./ CEO WITH KINDER & ASSOCIATES, INC.



MICHAEL L. LESNIAK.CPCU
REGIONAL VICE PRESIDENT
CHARLOTTE REGIONAL
OFFICE

THE HARTFORD

SINCE 1996 MR. LESNIAK HAS BEEN RESPONSIBLE FOR BUSINESS INSURANCE
OPERATIONS IN THE CAROLINAS.

MIKE JOINED THE HARTFORD IN CHICAGO IN 1984 AND PREVIOUSLY WAS
REGIONAL VICE PRESIDENT OF THE ST. LOUIS REGIONAL OFFICE.

MIKE IS A GRADUATE OF WESTERN ILLINOIS UNIVERSITY AND HOLDS AS MBA
DEGREE.



ROBERT LIPPINCOTT, Il

CHAIRMAN &
CHIEF EXECUTIVE OFFICER

AXA CORPORATE
SOLUTIONS AMERICA

MR. LIPPINCOTT'S CAREER HAS CENTERED ITSELF WITHIN THE INSURANCE AND
REINSURANCE INDUSTRY SINCE HIS GRADUATION FROM ST. JOSEPH'S COLLEGE IN
PHILADELPHIA. HE JOINED AXA RE IN 1983 AS CHAIRMAN AND CHIEF EXECUTIVE
OFFICER OF THE AMERICAN SUBSIDIARY.

IN 1989, HE WAS COMMISSIONED TO CREATE AXA AMERICA, THE COMPANY
COORDINATING THE OPERATIONS OF AXA REINSURANCE, AXA RE LIFE
INSURANCE AND AXA SPACE.

ROBERT CURRENTLY SERVES AS CHAIRMAN AND CHIEF EXECUTIVE OFFICER OF
AXA AMERICA CORPORATE SOLUTIONS, AXA CORPORATE SOLUTIONS
REINSURANCE AND AXA CORPORATE SOLUTIONS LIFE INSURANCE AND AS
CHAIRMAN OF AXA SPACE.

MR. LIPPINCOTT IS THE CHAIRMAN OF THE REINSURANCE ASSOCIATION OF
AMERICA.



MODERATOR

JOHN A. WEITZEL, CPA

PRINCIPAL

PALMETTO CONSULTING
OF COLUMBIA, LLC

MR. WEITZEL WAS PREVIOUSLY PRESIDENT AND CHIEF EXECUTIVE OFFICER, AND PRIOR TO THAT
CHIEF FINANCIAL OFFICER OF THE SEIBELS BRUCE GROUP, INC, A PUBLICLY HELD INSURANCE
GROUP, WHICH WROTE APPROXIMATELY $200 MILLION IN DIRECT PROPERTY./ CASUALTY PREMIUM
IN 45 STATES. HE HAS ALSO BEEN CHIEF FINANCIAL OFFICER OF MILWAUKEE INSURANCE
GROUP, INC., A PROPERTY/CASUALTY AND LIFE GROUP PRODUCING ABOUT $200 MILLION OF
PREMIUM REGIONALLY IN 17 STATES. PREVIOUSLY, HE WAS CFO FOR UNIVERSAL REINSURANCE
CORPORATION, AN INTERNATIONAL REINSURER THAT ASSUMED APPROXIMATELY $ 130 MILLION IN
PREMIUM. IN ADDITION, HE WAS DIRECTOR OF INTERNAL AUDIT FOR ARMCO INSURANCE GROUP
AND STARTED HIS CAREER AS A CERTIFIED PUBLIC ACCOUNTANT WITH PEAT MARWICK, MITCHELL
& Co.

MR. WEITZEL HAS MADE PRESENTATIONS ON "CAPITAL FORMATION FOR INSURANCE COMPANIES"

ON BEHALF OF EXECUTIVE ENTERPRISES AND FOR THE ANNUAL INTERNATIONAL CONFERENCE OF
INSURANCE ACCOUNTANTS AND SYSTEMS ASSOCIATION. HE HAS APPEARED AS A FEATURED
GUEST ON CAROLINA BUSINESS REVIEW, AN EDUCATIONAL TELEVISION PROGRAM, AND ON
SEVERAL OCCASIONS ON THE RADIO SHOW, YOUR MONEY MATTERS. HE HAS MADE NUMEROUS
ROAD SHOW PRESENTATIONS ON BEHALF OF HIS COMPANIES ON WALL STREET AND THROUGHOUT
THE FINANCIAL COMMUNITY IN CONJUNCTION WITH CAPITAL TRANSACTIONS.

HE RECENTLY COMPLETED A TERM SERVING ON THE BOARD OF DIRECTORS OF THE COLUMBIA,
SOUTH CAROLINA CHAMBER OF COMMERCE. HE IS ACTIVE IN THE FINANCIAL EXECUTIVES
INTERNATIONAL (CURRENTLY A BOARD MEMBER OF THE SOUTHERN CAROLINAS CHAPTER) AND
AMERICAN INSTITUTE OF CPAS. PREVIOUSLY, HE SERVED ON THE MILWAUKEE CHAPTER FEI
BOARD OF DIRECTORS, AND WAS CHAIRMAN OF THE INSURANCE COMMITTEE OF THE WISCONSIN
INSTITUTE OF CPAsS. HE HAS SERVED AS TREASURER AND A BOARD MEMBER OF VARIOUS
COMMUNITY ORGANIZATIONS IN COLUMBIA, SOUTH CAROLINA; MILWAUKEE, WISCONSIN; AND
CoLUMBUS, OHIO.
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SOUTH CAROLINA WIND & HAIL
UNDERWRITING ASSOCIATION
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RONALD D. PAYNE,
CPCU, CLU

UNDERWRITING-
SUPERINTENDENT

STATE FARM FIRE AND
CASUALTY COMPANY

RON PARTICIPATES IN THE MANAGEMENT OF STATE FARM’'S PROPERTY
INSURANCE BUSINESS FOR SOUTH CAROLINA.

RON IS THE TREASURER OF THE SOUTH CAROLINA WIND AND HAIL
UNDERWRITING ASSOCIATION. HE HAS BEEN IN THE PROPERTY INSURANCE
BUSINESS FOR MORE THAN 32 YEARS, ALL WITH STATE FARM. HE BEGAN HIS
CAREER AS AN UNDERWRITER AND HAS HELD VARIOUS MANAGEMENT
POSITIONS.



OVERVIEW

THE SOUTH CAROLINA WIND AND HAIL UNDERWRITING ASSOCIATION
(SCWHUA) IS THE RESIDUAL PROPERTY MARKET IN SOUTH CAROLINA. IT
PROVIDES COVERAGE FOR THE PERILS OF WIND AND HAIL IN THE COASTAL
AREA DESIGNATED BY THE LEGISLATURE AS "BEACH." THE TERRITORY IS
DEFINED BY STATE LAW.

ALTHOUGH ITS OFFICIAL NAME IS THE SOUTH CAROLINA WIND AND
HAIL UNDERWRITING ASSOCIATION, IT IS OFTEN REFERRED TO AS THE BEACH
PLAN OR WIND POOL. IT IS AN ASSOCIATION OF INSURANCE COMPANIES
WHICH MAKES WIND AND HAIL PROPERTY INSURANCE AVAILABLE TO PEOPLE
AND BUSINESSES IN THE COASTAL AREA WHO ARE NOT ABLE TO BUY IT
THROUGH THE STANDARD INSURANCE MARKETS.

IN 1971, THE SOUTH CAROLINA LEGISLATURE REQUIRED THE
INSURANCE INDUSTRY TO MAKE WIND AND HAIL INSURANCE AVAILABLE TO
CONSUMERS IN THE COASTAL AREA. THE INSURANCE INDUSTRY
ESTABLISHED THIS ASSOCIATION, AS A PRIVATE ORGANIZATION, TO MEET THIS
REQUIREMENT.

SCWHUA OPERATION

A BOARD OF DIRECTORS, CONSISTING OF ELEVEN INSURANCE
COMPANY REPRESENTATIVES, TWO COASTAL INSURANCE AGENTS, AND ONE
CONSUMER REPRESENTATIVE, ACTS AS THE GOVERNING BODY FOR THE
ORGANIZATION. THE PLAN IS MANAGED BY A STAFF OF PROFESSIONAL
INSURANCE PEOPLE INDEPENDENT OF ANY SINGLE INSURANCE COMPANY.
ALL PROPERTY AND CASUALTY INSURANCE COMPANIES WHICH DO BUSINESS
IN THE STATE OF SOUTH CAROLINA PARTICIPATE IN FUNDING THE PLAN AND
SHARING IN ANY LOSSES OR PROFITS.

COVERAGE ELIGIBILITY

ALMOST ANYONE IN THE COASTAL AREA CAN APPLY FOR COVERAGE.
JUST THE SAME, IT SHOULD BE POINTED OUT THAT CONSUMERS MAY FIND
BROADER COVERAGE AT A BETTER PRICE IN THE REGULAR COMPETITIVE
INSURANCE MARKET. IN FACT, IT IS HIGHLY RECOMMENDED THAT AN
APPLICANT SEEK TO BUY INSURANCE IN THE STANDARD MARKET BEFORE
APPLYING TO THE PLAN FOR COVERAGE.



AVAILABLE COVERAGES

THE ASSOCIATION OFFERS A LIMITED PERIL POLICY PROTECTING
AGAINST LOSSES ARISING OUT OF WIND OR HAIL DAMAGE. REPLACEMENT
COST COVERAGE CAN BE REQUESTED FOR PRIMARY RESIDENCES.

THE ASSOCIATION PROVIDES UP TO $650,000.00 OF PROTECTION
(STRUCTURE, CONTENTS, LOSS OF USE) FOR PERSONAL RISKS SUCH AS
DWELLINGS AND MOBILE HOMES. COMMERCIAL RISKS CAN BE INSURED FOR
UP TO $1.5 MILLION (STRUCTURE, CONTENTS, LOSS OF BUSINESS INCOME).
APPLICANTS MUST SPECIFY WHICH LIMITS AND COVERAGES ARE REQUESTED.

ALL POLICIES ARE WRITTEN FOR ONE YEAR ONLY. CONTINUATION OF
COVERAGE REQUIRES THE SUBMISSION OF A NEW APPLICATION AND
PAYMENT OF PREMIUM.

ELIGIBLE PROPERTY

THERE ARE REASONABLE STANDARDS WHICH MUST BE MET. FOR
EXAMPLE!

e THE PROPERTY MUST NOT BE OVER WATER.

e THE PROPERTY, ESPECIALLY THE ROOF, MUST BE IN GOOD
CONDITION.

e THE PROPERTY MUST NOT BE USED FOR ANY ILLEGAL OR IMMORAL
PURPOSE.

e THE PROPERTY MUST BE IN COMPLIANCE WITH THE SOUTHERN
BUILDING CODE AND WITH THE FEDERAL FLOOD CONSTRUCTION
AND ZONING GUIDELINES.

AN INSPECTION OF THE PROPERTY IS REQUIRED ON EVERY POLICY
ISSUED. A FOLLOW-UP INSPECTION IS UNDERTAKEN EVERY FOUR YEARS.

COVERAGE IN THE PLAN REQUIRES THE SUBMISSION OF A COMPLETED
APPLICATION AND FULL PAYMENT OF PREMIUM. ON NEW BUSINESS,
COVERAGE GOES INTO EFFECT FIFTEEN DAYS AFTER THE RECEIPT OF THE
COMPLETED APPLICATION PACKET. FOR REWRITE POLICIES, THE COMPLETED
APPLICATION PACKET MUST BE RECEIVED NO LATER THAN FIVE DAYS AFTER
THE EXPIRATION OF THE POLICY.



COVERAGE FOR MOBILE HOMES

MOBILE HOMES ARE ELIGIBLE FOR COVERAGE. THE ASSOCIATION
DOES REQUIRE THAT THE MOBILE HOMES HAVE PROPER PIERS ALONG WITH A
SPECIFIED NUMBER OF DIAGONAL TIES TO THE FRAME AND OVER-THE-ROOF
TIES.

THE ASSOCIATION'S STANDARDS FOR MOBILE HOMES WERE PROVIDED
BY THE MOBILE HOME MANUFACTURERS ASSOCIATION. THIS ASSOCIATION
HAS USED THESE SAME STANDARDS SINCE 1977. CONSUMERS SHOULD BE
AWARE THAT LOCAL COMMUNITIES MAY HAVE STANDARDS WHICH ARE LESS
STRINGENT OR MORE STRINGENT THAN THE ASSOCIATION'S. JUST THE SAME,
THE ASSOCIATION FOLLOWS THE UNIFORM SET OF SPECIFICATIONS
THROUGHOUT THE COASTAL AREA.

AVAILABILITY OF FLOOD INSURANCE
THE ASSOCIATION DOES NOT PROVIDE FLOOD INSURANCE.

LOSS ARISING OUT OF A HURRICANE IS GENERALLY CAUSED BY ONE OR
TWO KEY FACTORS. THE FIRST IS DAMAGE DUE TO WIND. THE SECOND IS
DAMAGE DUE TO THE FORCE OF WATER. FOR MANY COASTAL RESIDENTS,
THE HIGH TIDES AND STORM SURGE WHICH OCCUR AS PART OF A HURRICANE
CAN BE EVEN MORE DEVASTATING THAN THE WIND DAMAGE.

COMPARISON SHOPPING

CONSUMERS ARE ENCOURAGED TO SHOP AROUND IN THE VOLUNTARY
MARKETPLACE BEFORE PURCHASING A POLICY THROUGH SCWHUA.
SCWHUA IS A "LAST CHANCE" INSURER. BETTER INSURANCE COVERAGE
MAY BE AVAILABLE IN THE REGULAR COMPETITIVE MARKETPLACE. IF
INSUREDS FIND BETTER COVERAGE AFTER THEY ARE INSURED WITH THE
PLAN, THEY CAN CANCEL THEIR SCWHUA POLICY WITHOUT PENALTY.

AGENTS

BY STATE LAW, THE ASSOCIATION DOES NOT HAVE ANY AGENTS. ANY
INDIVIDUAL HOLDING A PROPERTY, SURETY AND MARINE INSURANCE LICENSE
FROM THE SOUTH CAROLINA DEPARTMENT OF INSURANCE MAY SUBMIT
APPLICATIONS TO SCWHUA ON BEHALF OF A CONSUMER. JUST THE SAME,
NO AGENT OR BROKER HAS AUTHORITY TO ACT ON BEHALF OF SCWHUA.



REINSURANCE

THE ASSOCIATION PURCHASES REINSURANCE TO LIMIT POTENTIAL
ASSESSMENTS ARISING OUT OF MAJOR STORMS. CURRENTLY, THE
ASSOCIATION HAS REINSURANCE COVERAGE TO SIGNIFICANTLY REDUCE
POTENTIAL ASSESSMENTS ARISING OUT OF 1-IN-50 YEAR AND 1-IN-100 YEAR
STORMS. IT IS ANTICIPATED THAT THE COVERAGE WILL SOON EXPAND TO
PROTECT MEMBER COMPANIES FROM A 1-IN-250 YEAR STORM.

SINGLE ADJUSTER PROGRAM

THE ASSOCIATION SERVES AS THE COORDINATING OFFICE FOR THE
SINGLE ADJUSTER PROGRAM IN SOUTH CAROLINA. DURING A MAJOR
HURRICANE, WIND POOL LOSSES ARE MATCHED WITH NFIP OR WYO FLOOD
LOSSES. ONE ADJUSTER IS ASSIGNED TO HANDLE BOTH THE WIND AND
FLOOD CLAIMS FOR A GIVEN INSURED. THIS SIGNIFICANTLY REDUCES
POTENTIAL PROBLEMS ON THE ISSUE OF "IS IT WIND OR WATER?"

THE SYSTEM IS BASED ON MATCHING POLICIES AT THE TIME AN
APPLICATION FOR COVERAGE IS RECEIVED BY SCWHUA. THE SYSTEM WAS
SUCCESSFULLY TESTED DURING HURRICANES BERTHA AND FRAN.



PARTICIPATION

ALL PROPERTY AND CASUALTY INSURANCE COMPANIES LICENSED BY
THE SOUTH CAROLINA DEPARTMENT OF INSURANCE ARE AUTOMATICALLY
MEMBERS OF THE ASSOCIATION. PARTICIPATION FOR A GIVEN YEAR IS BASED
ON THE PROPERTY MARKET SHARE IN THE STATE USING THE PREVIOUS YEAR'S
WRITTEN PREMIUM FIGURES.

THE PARTICIPATION IS THEN ADJUSTED BASED ON VOLUNTARY WIND
BUSINESS WRITTEN IN THE COASTAL AREA. COMPANIES MUST SUBMIT
BORDEREAUX LISTING POLICIES WITH WIND COVERAGE. BY WRITING WIND
COVERAGE, COMPANIES CAN REDUCE THEIR PARTICIPATION. IT IS POSSIBLE
TO "WRITE YOURSELF OUT" OF THE PLAN AND HAVE A ZERO RATE OF
PARTICIPATION.

A MANUAL ON REPORTING VOLUNTARY BUSINESS IS AVAILABLE UPON
REQUEST.

EDUCATION

A RATES, RULES AND FORM MANUAL IS AVAILABLE FROM THE
ASSOCIATION OFFICE. IT OUTLINES THE PROCEDURES FOR SUBMITTING
RISKS TO THE ASSOCIATION. IN ADDITION, PERIODIC BULLETINS ARE
DISTRIBUTED OFFERING CLARIFICATION OF INDIVIDUAL UNDERWRITING
MATTERS.

THE ASSOCIATION ALSO CO-SPONSORS TRAINING SESSIONS WITH THE
INDEPENDENT INSURANCE AGENTS OF SOUTH CAROLINA. THE SESSIONS
ARE OPEN TO ANY INTERESTED PERSON AND ARE APPROVED FOR
CONTINUING EDUCATION CREDIT IN SOUTH CAROLINA.

OTHER PRESENTATIONS ARE MADE THROUGHOUT THE YEAR. THE
ASSOCIATION STAFF SPEAKS TO GROUPS SUCH AS AGENTS MEETINGS,
COMPANY FUNCTIONS, AND VARIOUS INSURANCE GROUPS.

ADDITIONAL INFORMATION IS AVAILABLE AT WWW.SCWHUA.COM




OVERVIEW SUMMARY

SUPPORT IS AVAILABLE FOR INSURERS WISHING TO TAKE RISKS OUT OF THE PLAN.

PURPOSE:

BENEFIT:

QUALITY RISKS ARE NOW BEING INSURED BY THE ASSOCIATION.
INDIVIDUAL INSURANCE COMPANIES MAY FIND A PORTION OF
THESE RISKS TO MEET THEIR UNDERWRITING CRITERIA.

INSURANCE COMPANIES CAN WRITE QUALITY BUSINESS ON A
SELECTED BASIS AND REDUCE THEIR PARTICIPATION IN THE
ASSOCIATION.

INSURERS WHICH WRITE WIND IN THE COASTAL AREA REDUCE THEIR PARTICIPATION IN

THE ASSOCIATION.

PURPOSE:

BENEFIT:

THE VOLUNTARY CREDIT PROGRAM REWARDS COMPANIES THAT
WRITE WIND AND HAIL INSURANCE IN THE COASTAL AREA.

INSURANCE COMPANIES REDUCE THEIR POTENTIAL
ASSESSMENTS BY SELECTING COASTAL BUSINESS WHICH MEETS
THEIR INDIVIDUAL UNDERWRITING REQUIREMENTS.

THE ASSOCIATION HAS PURCHASED REINSURANCE TO LIMIT ASSESSMENTS FROM 50
YEAR AND 100 YEAR STORMS.

PURPOSE:

BENEFIT:

THE REINSURANCE PROGRAM IS DESIGNED TO LIMIT POTENTIAL
ASSESSMENTS FOLLOWING A MAJOR HURRICANE.

IN THE AFTERMATH OF A STORM, THE ASSOCIATION WILL HAVE
AN ALTERNATE, PRIMARY SOURCE OF FUNDS. IT WILL BE THE
DIRECT RESULT OF USING FUNDS GENERATED THROUGH
NORMAL OPERATIONS.

THE SINGLE ADJUSTER PROGRAM HAS BEEN SUCCESSFULLY IMPLEMENTED IN
SOUTH CAROLINA BENEFITING CONSUMERS AND INSURERS.

PURPOSE:

BENEFIT:

THE PROGRAM COORDINATES THE ADJUSTING OF FLOOD
POLICIES AND SCWHUA WIND POLICIES WITH THE USE OF A
SINGLE ADJUSTER.

THE PROGRAM IMPROVES SERVICE TO CONSUMERS DURING A
DIFFICULT TIME AND REDUCES THE POTENTIAL FOR DUPLICATE
PAYMENT.



OTHER FACTS ABOUT SCWHUA

¢ MORE THAN 400 OF SOUTH CAROLINA'S PROPERTY AND CASUALTY INSURANCE
COMPANIES SUPPORT THE SOUTH CAROLINA WIND AND HAIL UNDERWRITING
ASSOCIATION AND SUBSIDIZE ANY LOSSES IT INCURS - ESPECIALLY FROM
CATASTROPHES.

e AS OF JULY 31, 1997, SCWHUA THE ASSOCIATION HAD 19,3000 POLICIES WITH
$4.3 BILLION IN EXPOSURE.

e THE ASSOCIATION OFFERS FOUR PROGRAMS. THEY ARE:

1. DWELLING

2. MOBILE HOME

3. COMMERCIAL

4. CONDO-UNIT OWNERS

THIS INCLUDES STRUCTURE, CONTENTS, AND LOSS OF USE.

COMMERCIAL LINES POLICIES ARE SUBJECT TO A LOCATION MAXIMUM OF $1.5
MILLION. THIS INCLUDES STRUCTURE, CONTENTS, AND LOSS OF BUSINESS INCOME.

PERSONAL LINES POLICIES ARE SUBJECT TO A LOCATION MAXIMUM OF
$650,000.00. THIS INCLUDES STRUCTURE, CONTENTS, AND LOSS OF USE.

DIRECT DAMAGE COVERAGES ARE SUBJECT TO A 1% DEDUCTIBLE. THERE IS AN
OPTIONAL 2% DEDUCTIBLE AVAILABLE. DEDUCTIBLES APPLY SEPARATELY TO EACH
BUILDING AND SEPARATELY TO THE CONTENTS IN EACH BUILDING.

INDIRECT COVERAGES ARE SUBJECTTO A 10 OR 15 DAY DEDUCTIBLE. THERE IS NO
COVERAGE FOR ACTS OF GOVERNMENT AUTHORITY.

e THE FOLLOWING COMPANIES REPRESENTING OVER 65% OF THE PROPERTY MARKET IN
SOUTH CAROLINA PARTICIPATE ON THE COMMITTEES:

ALLSTATE COMPANION P&C SC FARM BUREAU

AMERICAN FOREMOST SELECTIVE
MODERN HOME

AUTO OWNERS HARTFORD STATE AUTO
CAPITAL CITY NATIONWIDE STATE FARM
CIGNA ROYAL&SUNALLILANCE TRAVELERS

USAA



10.

STATEMENT OF MEMBER PARTICIPATION
SHIFTING SANDS MUTUAL

NOTES ON PARTICIPATION SHEET

EACH YEAR, THE ASSOCIATION MAKES A "CALL FOR PREMIUM." COMPANIES REPORT THEIR
PROPERTY WRITINGS IN THE STATE. USING A SET OF INDUSTRY-WIDE FACTORS, PROPERTY
PREMIUMS IN PACKAGE POLICIES ARE DETERMINED. THIS ITEM REFLECTS THE TOTAL FOR
THE SAMPLE MEMBER COMPANY.

WHEN THE CALL FOR PREMIUM PROCESS HAS BEEN COMPLETED, THE ASSOCIATION
VERIFIES THEM VIA THE ANNUAL STATEMENTS FILED AT THE SOUTH CAROLINA
DEPARTMENT OF INSURANCE. THE REPORT IS THEN SUBMITTED TO THE INSURANCE
DEPARTMENT FOR CERTIFICATION. ITEM 2. REFLECTS THE TOTAL PROPERTY PREMIUMS
WRITTEN AS DETERMINED BY THIS PROCESS.

THIS ITEM IS THE PERCENTAGE OF WRITTEN PREMIUM IN THE STATE FOR THE SAMPLE
COMPANY.

THIS LINE REFLECTS THE WIND PREMIUMS WRITTEN BY THIS ASSOCIATION.

THIS LINE IS THE TOTAL OF ALL VOLUNTARY WIND PREMIUMS WRITTEN AND REPORTED BY
THE MEMBER COMPANIES. COMPANIES ON A PERIODIC BASIS (ANNUALLY, MONTHLY,
QUARTERLY) SUBMIT LISTS OF POLICIES IN THE COASTAL AREA WHICH THEY HAVE WRITTEN
AND INCLUDE THE PERIL OF WIND. THE ASSOCIATION GOES THROUGH A SAMPLING
PROCESS AND TESTS EACH BORDEREAU. USING INDUSTRY FACTORS, THE ASSOCIATION
RECOGNIZES THE WIND PORTION OF THE PROPERTY PREMIUM. THE TOTAL OF ALL
VOLUNTARY PREMIUMS REPORTED TO THE ASSOCIATION APPEARS IN THIS LINE.

THIS LINE COMBINES THE WIND PREMIUMS WRITTEN BY THE ASSOCIATION AND THE
VOLUNTARY PREMIUMS REPORTED BY MEMBER COMPANIES.

THE MEMBER COMPANIES' INITIAL PARTICIPATION RATE IS THEN APPLIED TO THE TOTAL
WIND PREMIUMS (VOLUNTARY AND ASSOCIATION).

THE VOLUNTARY CREDIT SECTION RECOGNIZES THE ACTUAL AMOUNT OF VOLUNTARY
CREDIT THAT A MEMBER COMPANY RECEIVED. I[N ADDITION, THE MEMBER COMPANY IS
ALLOWED TO TRANSFER VOLUNTARY CREDITS BACK AND FORTH BETWEEN SUBSIDIARY
COMPANIES. VOLUNTARY CREDITS MAY NOT BE BARTERED OR SOLD TO OTHER MEMBER
COMPANIES.

THE VOLUNTARY CREDIT IS THEN SUBTRACTED FROM THE REQUIRED MAXIMUM SHARE OF
PREMIUMS.

THE FINAL PARTICIPATION PERCENTAGE IS DETERMINED BY ADDING UP THE POSSIBLE
ALLOCATION FROM THE ASSOCIATION IN LINE 9 FOR ALL COMPANIES. THIS IS THEN
DIVIDED INTO EACH MEMBER COMPANY'S ITEM 9. THE FINAL PARTICIPATION WILL BE USED
FOR THE SHARING OF ALL PROFITS AND LOSSES DUE TO ASSOCIATION OPERATIONS.
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STATEMENT OF MEMBERS PARTICIPATION IN
SOUTH CAROLINA WIND AND HAIL UNDERWRITING
ASSOCIATION
1996 ASSOCIATION YEAR

THIS IS THE COMPUTATION OF YOUR
PARTICIPATION BASED ON VOLUNTARY PREMIUMS
WRITTEN BY YOUR COMPANY(IES)

SHIFTING SANDS MUTUAL
NET DIRECT PREMIUM WRITTEN BY YOUR COMPANY(IES) IN THE STATE" 3,846,221
NET DIRECT PREMIUM WRITTEN BY ALL COMPANIES IN THE STATE" 528,931,335
YOUR PERCENTAGE OF TOTAL NET DIRECT PREMIUMS WRITTEN IN THE STATE*0.727 17%

TOTAL PREMIUMS WRITTEN BY ASSOCIATION - 1995 ASSOCIATION YEAR
(PREMIUMS TRANSACTION THROUGH OCTOBER 31, 1995) 16,360,133

TOTAL VOLUNTARY PREMIUMS WRITTEN BY ALL COMPANIES™* 6,833,713

TOTAL PREMIUMS WRITTEN BY ASSOCIATION AND VOLUNTARY BY

ALL COMPANIES (ITEM NO. 4 + ITEM NoO. 5) 23,193,846
YOUR COMPANY'S (GROUP'S) MAXIMUM REQUIRED SHARE OF PREMIUMS

WRITTEN (ITEM NO. 3 X ITEM NO. 6) 168,659
VOLUNTARY CREDIT:

A. WRITTEN BY YOUR COMPANY (GROUP) 2,598

B. LESS EXCESS VOLUNTARY CREDIT TRANSFERRED

TO ANOTHER COMPANY (COMPANIES) IN
ACCORDANCE WITH EXCESS VOLUNTARY PREMIUM
WRITINGS TRANSFER PROCEDURE @)
C. EXCESS VOLUNTARY CREDIT RECEIVED FROM
ANOTHER COMPANY (COMPANIES) IN ACCORDANCE
WITH EXCESS VOLUNTARY PREMIUM WRITINGS
TRANSFER PROCEDURE ) 2,598

YOUR MAXIMUM POSSIBLE ALLOCATION FROM ASSOCIATION
(ITEM NO. 7 -ITEM NO. 8) 166,061

YOUR FINAL PERCENTAGE PARTICIPATION
(ITEM NO. 9 FOR YOUR COMPANY (GROUP) DIVIDED BY TOTAL
ITEM NO. 9 FOR ALL COMPANIES $17,615,978 0.9427%

BASED ON 1995 REPORTS OF PREMIUMS SUBMITTED BY MEMBER COMPANIES
VOLUNTARY PREMIUMS WRITTEN ARE THOSE APPLICABLE TO CALENDAR YEAR 1995.



RESOURCES FOR ADDITIONAL INFORMATION

SCWHUA J. SMITH HARRISON, JRrR., CPCU
PO Box 407 EXECUTIVE DIRECTOR
COLUMBIA, SC 29202 E-MAIL. SMITTY@SCWHUA.COM
(803) 779-8373 DAVID A. LEADBITTER, CPCU
(803) 772-0324 FAX UNDERWRITING MANAGER
E-MAIL: INFO@SCWHUA.COM E-MAIL:DAVID@SCWHUA.COM

RICHARD W. AMICK, CPCU
ACCOUNTING / DATA PROCESSING
E-MAIL: RICK@SCWHUA.COM

WILLIAM D. MORRISON, RPA
CLAIMS MANAGER
E-MAIL: BILL@SCWHUA.COM

JAMES BYRD

SENIOR ADVISOR TO THE DIRECTOR

STATE OF SOUTH CAROLINA DEPARTMENT OF INSURANCE
P.O.Box 100105

COLUMBIA, SC 29202

(803) 737-6150

(803) 737-6231 FAX

E-MAIL: JBYRD@DOIL.STATE.SC.US

016/1113002R


mailto:info@scwhua.com
mailto:jbyrd@doi.state.sc.us
mailto:smitty@scwhua.com
mailto:Bill@scwhua.com
mailto:Rick@scwhua.com
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SOUTH CAROLINA COASTAL PROPERTY INSURANCE FORUM

SECTION b

BUILDING CODES




DOMINIC SIMS

EXECUTIVE VICE PRESIDENT

SOUTHERN BUILDING CODE
CONGRESS INTERNATIONAL
(SBCCI))

DOMINIC SIMS BECAME SBCCI's NEW EXECUTIVE VICE PRESIDENT ON AUGUST
13. SIMS MAINTAINS GENERAL CORPORATE RESPONSIBILITIES FOR THE
TECHNICAL SERVICES, MEMBERSHIP SERVICES AND OPERATIONS DIVISION OF
SBCCI, AND HAS SPECIFIC RESPONSIBILITIES WITH THE GOVERNMENTAL AFFAIRS
DIVISION AND SPECIAL PROJECTS.

PRIOR TO JOINING SBCCI, SIMS SERVED AS EXECUTIVE DIRECTOR OF PALM
BEACH COUNTY, FLORIDA, PLANNING, ZONING, AND BUILDING DEPARTMENT. HE
HELD SEVERAL OTHER POSITIONS DURING HIS TENURE WITH PALM BEACH
COUNTY, INCLUDING BUILDING DIVISION COORDINATOR, CONSTRUCTION
RESEARCH SPECIALIST, AND BUILDING INSPECTOR/PLAN EXAMINER. SIMS IS A
PAST MEMBER OF THE SBCCI|] BOARD OF DIRECTORS AND SERVED AS VICE
CHAIRMAN OF THE FLORIDA GOVERNOR’S BUILDING CODE STUDY COMMISSION.
HE HAS HELD NUMEROUS COMMITTEE TITLES WITH SBCCI AND THE
INTERNATIONAL CODE COUNCIL. SIMS HAS PROFESSIONAL CERTIFICATIONS WITH
SBCCI, COUNCIL OF AMERICAN BUILDING OFFICIALS, STATE OF OHIO, AND THE
STATE OF FLORIDA DEPARTMENT OF BUSINESS & PROFESSIONAL REGULATIONS.

SIMS HOLDS A BACHELOR’S DEGREE IN ORGANIZATIONAL MANAGEMENT FROM
PALM BEACH ATLANTIC COLLEGE, AN ASSOCIATE'S DEGREE IN LEGAL
TECHNOLOGY (ADMINISTRATIVE LAW) FROM PALM BEACH COMMUNITY COLLEGE.



OVERVIEW

ON JUNE 13, 19297, THE GOVERNOR OF SOUTH CAROLINA SIGNED INTO LAW ACT 123
THAT AMENDED CHAPTER 8, CHAPTER 9, TITLE 6, SECTION 6-8-10 THROUGH 6-9-130 AND
CHAPTER 75 OF TITLE 38, SECTION 38-75-470 THROUGH 38-75-480 OF THE 1976 SOUTH
CAROLINA CODE OF LAWS. THE PASSAGE OF THIS LEGISLATION ESTABLISHED THE
FOLLOWING. THE ADOPTION OF A STATEWIDE BUILDING CODE WHICH INCLUDES THE
EDUCATION AND CERTIFICATION OF BUILDING CODES INSPECTORS AND OFFICIALS, THE
CREATION OF AN ADVISORY COMMITTEE TO THE DIRECTOR OF INSURANCE AND TO THE
SOUTH CAROLINA BUILDING CODES COUNCIL; AND THE DEVELOPMENT A LOSS MITIGATION
GRANT FUND. STATE AND LOCAL OFFICIALS ARE TO BE COMMENDED FOR THEIR EFFORTS
WITH THE PASSAGE OF THIS IMPORTANT LEGISLATION. THE SOUTH CAROLINA BUILDING
CODES COUNCIL CONTINUES TO ENSURE THE ENFORCEMENT AND EFFECTIVENESS OF THESE
CODES.

THE BUILDING CODES COUNCIL UPDATED THE MANDATORY BUILDING CODES FOR USE
WITHIN SOUTH CAROLINA ON MAY 24, 2000. THE DOCUMENTS ADOPTED FOR MANDATORY
USE INCLUDE THE 2000 EDITION OF THE INTERNATIONAL BUILDING, RESIDENTIAL, PLUMBING,
MECHANICAL, FUEL GAS, ENERGY CONSERVATION AND FIRE CODES. THE DOCUMENT
ADOPTED AS THE PERMISSIVE CODE (BY OPTION OF THE LOCAL JURISDICTION) IS THE 2000
EDITION OF THE INTERNATIONAL PROPERTY MAINTENANCE CODE.

THE INTERNATIONAL CODE SERIES WAS DEVELOPED AS A JOINT PROJECT BY THE
SOUTHERN BUILDING CODE CONGRESS INTERNATIONAL, THE INTERNATIONAL CONFERENCE
OF BUILDING OFFICIALS AND THE BUILDING OFFICIALS AND CODE ADMINISTRATORS
INTERNATIONAL AND WILL REPLACE THE STANDARD, NATIONAL AND UNIFORM BUILDING
CODE SERIES. THE 1997 EDITIONS OF THE STANDARD, NATIONAL AND UNIFORM CODES, A
REGIONAL CODE, AND THE 1995 EDITION OF THE CABO ONE AND TWO FAMILY DWELLING
CODE, A NATIONAL. CODE, WERE THE LAST TO BE PUBLISHED. THE INTERNATIONAL BUILDING
CODE SERIES WILL REPLACE THOSE DOCUMENTS AS A SINGLE SET OF NATIONAL CODES.
ALL CODES TRAINING AND CODE ENFORCEMENT OFFICER CERTIFICATION EXAMINATIONS
WILL BE BASED IN THE INTERNATIONAL CODE SERIES.

THE 1997 SoUTH CAROLINA BUILDING CODES LEGISLATION CHARGED THE SOUTH
CAROLINA BUILDING CODES COUNCIL WITH THE OVERSIGHT AND RESPONSIBILITY OF THE
REGISTRATION OF BUILDING CODES ENFORCEMENT OFFICERS AND THE PROMULGATION OF
REGULATIONS SETTING FORTH CONTINUING EDUCATION REQUIREMENTS FOR THESE
ENFORCEMENT OFFICERS. THE SOUTH CAROLINA BUILDING CODES COUNCIL ESTABLISHED
THE IMPLEMENTATION DATE FOR LOCAL JURISDICTIONS AS JULY 1, 2001 FOR ALL CODES,
WITH THE EXCEPTION OF THE INTERNATIONAL RESIDENTIAL CODE. THE IMPLEMENTATION
DATE ESTABLISHED FOR THE INTERNATIONAL RESIDENTIAL CODE IS JULY 1, 2002. ALL
LOCAL JURISDICTIONS MUST ADOPT AND BEGIN ENFORCEMENT OF THE MANDATORY CODES
BY THEIR RESPECTIVE IMPLEMENTATION DATES AND MAY ADOPT AND ENFORCE THE
PERMISSIVE CODE AT ANY TIME AFTER THE MANDATORY CODES.

FUNDING FOR THE IMPLEMENTATION OF TRAINING CERTIFICATION AND CONTINUING
EDUCATION PROGRAMS FOR BUILDING CODES ENFORCEMENT OFFICERS IS OBTAINED FROM
THE FIRE PREMIUM TAX REVENUE COLLECTED ANNUALLY. THESE FUNDS ARE TRANSFERRED
TO THE SOUTH CAROLINA DEPARTMENT OF LABOR, LICENSING AND REGULATION FOR THE
CONTINUING EDUCATION OF BUILDING INSPECTORS AND BUILDING OFFICIALS. [N ADDITION,
THE SOUTH CAROLINA DEPARTMENT OF INSURANCE MAY APPLY FOR AND ACCEPT GRANTS-IN-
AID FROM FEDERAL, STATE AND PRIVATE SOURCES FOR THE IMPLEMENTATION OF BUILDING
CODES ENFORCEMENT PROGRAMS.

THE SOUTH CAROLINA DEPARTMENT OF INSURANCE, THE SOUTH CAROLINA BUILDING
CODE COUNCIL, AND THE HOME BUILDERS OF AMERICA, HAVE ALL CONTRIBUTED TO THE
GOAL OF STRENGTHENING THE STANDARDS OF BUILDING CODE ENFORCEMENT.



BUILDING CODE ENFORCEMENT

QUALITY OF CONSTRUCTION STATEWIDE. WHILE THE QUALITY OF CONSTRUCTION HAS
IMPROVED THROUGHOUT SOUTH CAROLINA AS A RESULT OF THE ENACTMENT OF THE
STATEWIDE BUILDING CODES, THE COASTAL AREA OF THE STATE HAS SIGNIFICANTLY
STRENGTHENED THEIR ENFORCEMENT OF THE CODES.

LAWMAKERS ARE COMMITTED TO LOSS MITIGATION: SOUTH CAROLINA'S COMMITMENT
TO SAFETY AND PREPAREDNESS FROM NATURAL DISASTER IS EVIDENT WITH THE CREATION
OF THE LOSS MITIGATION GRANT PROGRAM AND THE ADVISORY COMMITTEE.

ADVISORY COMMITTEE TO THE DIRECTOR OF INSURANCE: THE ADVISORY COMMITTEE,
APPOINTED BY THE DIRECTOR OF INSURANCE, CONTINUES TO STUDY ISSUES ASSOCIATED
WITH THE DEVELOPMENT OF STRATEGIES FOR REDUCING LOSS OF LIFE AND MITIGATING
PROPERTY LOSSES DUE TO HURRICANES, EARTHQUAKES AND NATURAL FIRES.

Loss MITIGATION GRANT PROGRAM: WITHIN THE DEPARTMENT OF INSURANCE, A GRANT
PROGRAM WAS ESTABLISHED TO AID LOCAL GOVERNMENTS WITH THE IMPLEMENTATION
AND ENFORCEMENT OF THE STATEWIDE BUILDING CODE AND THE DEVELOPMENT AND
IMPLEMENTATION OF STRATEGIES FOR DEALING WITH CATASTROPHES. ONE HUNDRED
THOUSAND DOLLARS OF THE REVENUE COLLECTED ANNUALLY FROM FIRE PREMIUM TAXES
FUNDS THE GRANT PROGRAM. THIS VALUABLE FUNDING ALLOWS LOCAL GOVERNMENTS
TO NOT ONLY ENFORCE THE STATEWIDE BUILDING CODE, BUT TO DEVELOP STRATEGIES TO
REDUCE THE LOSS OF LIFE AND MITIGATE PROPERTY LOSSES DUE TO HURRICANES,
EARTHQUAKES AND FIRES. TO DATE, THE DEPARTMENT OF INSURANCE, THROUGH THE
LOss MITIGATION GRANT PROGRAM, HAS AWARDED FUNDS FOR PROJECTS THAT
INCLUDE, BUT ARE NOT LIMITED TO THE START-UP OF LOCAL BUILDING CODES
ENFORCEMENT PROGRAMS; THE REIMBURSEMENT FOR TRAINING EXPENSES FOR CODES
ENFORCEMENT EMPLOYEES, PUBLIC EDUCATIONAL SEMINARS REGARDING BUILDING
CODES ENFORCEMENT AND THE IMPLEMENTATION OF THE NEW INTERNATIONAL CODE AS
IT RELATES TO ONE AND TWO FAMILY DWELLINGS, AS WELL AS OTHER PROJECTS
RELATING TO HAZARD AWARENESS AND BEST MITIGATION PRACTICES.

LICENSING STANDARDS. AS OF JULY 1, 1998, IT IS UNLAWFUL FOR ANY PERSON TO
ENGAGE IN THE PRACTICE OF CODE ENFORCEMENT AS DEFINED BY REGULATION WITHOUT
FIRST BEING REGISTERED.

A CERTIFICATE OF REGISTRATION MUST BE ISSUED BY THE SC BUILDING CODES COUNCIL
TO EACH QUALIFYING CODE ENFORCEMENT OFFICER. THIS CERTIFICATE OF REGISTRATION
MUST SET FORTH THE CLASSIFICATION FOR WHICH THE CODE ENFORCEMENT OFFICER IS
QUALIFIED TO PRACTICE.

CONTINUING EDUCATION AND TRAINING. IN ORDER TO MAINTAIN REGISTRATION, ALL
CODE ENFORCEMENT OFFICERS MUST ACCUMULATE A MINIMUM OF 12 HOURS PER YEAR
OF CONTINUING EDUCATION. ONE HOUR OF CONTINUING EDUCATION IS AWARDED FOR
EACH HOUR OF ACTIVE PARTICIPATION BY A CODE ENFORCEMENT OFFICER IN ANY
COURSE, SEMINAR, WORKSHOP, SESSION OR OTHER TRAINING MEDIUM APPROVED BY THE
SOUTH CAROLINA BUILDING CODES COUNCIL.
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JAMES A. KINDER
PRESIDENT

SOUTH CAROLINA CAPTIVE
INSURANCE ASSOCIATION

JIM SERVES AS PRESIDENT OF THE SOUTH CAROLINA CAPTIVE INSURANCE
ASSOCIATION, INC. (SCCIA), A STATEWIDE TRADE ASSOCIATION THAT REPRESENTS
THE CAPTIVE INSURANCE INDUSTRY IN SOUTH CAROLINA. I[N THIS CAPACITY, HE
OVERSEES THE ASSOCIATION'S ACTIVITIES INCLUDING EDUCATIONAL PROGRAMS,
TRADE SHOWS, GOVERNMENT RELATIONS, PUBLICATIONS AND MEMBER SERVICES.
MR. KINDER HAS BEEN WITH SCCIA SINCE ITS FOUNDING.

BESIDES SERVING AS PRESIDENT OF SCCIA, MR. KINDER ALSO HOLDS
EXECUTIVE POSITIONS WITH SEVERAL OTHER INDUSTRY TRADE ASSOCIATIONS. HE IS
THE CEO OF THE SELF-INSURANCE INSTITUTE OF AMERICA, INC. (SIIA), CFO oOF
SELF-INSURANCE EDUCATIONAL FOUNDATION (SIEF) AND CHAIRMAN/CEQO OF SELF-
INSURERS’ PUBLISHING CORP. (SIPC). HE IS A MEMBER OF THE AMERICAN SOCIETY
OF ASSOCIATION EXECUTIVES.

MR. KINDER HAS MORE THAN 35 YEARS EXPERIENCE IN THE INSURANCE
INDUSTRY. JIM STARTED WITH PACIFIC INDEMNITY INSURANCE COMPANY IN LOS
ANGELES AS AN UNDERWRITER, LATER MOVING TO ALEXANDER & ALEXANDER, INC.
(Now AON) AS DIRECTOR OF THEIR ASSOCIATION INSURANCE DIVISION. AFTER
LEAVING A&A, HE FORMED ASSOCIATION ADMINISTRATORS & CONSULTANTS, INC., A
THIRD PARTY ADMINISTRATOR AND BROKERAGE FIRM LOCATED IN [RVINE,
CALIFORNIA. SHORTLY AFTER, JIM FOUNDED KINDER & ASSOCIATES, INC., WHICH
PROVIDES CONSULTING, ADMINISTRATION MANAGEMENT AND GOVERNMENT PUBLIC
RELATIONS SERVICES FOR INDUSTRY TRADE ASSOCIATIONS. JIM NOW HOLDS TITLE OF
CHAIRMAN./ CEO WITH KINDER & ASSOCIATES, INC.



OVERVIEW

ON JUNE 6, 2000, GOVERNOR JM HODGES SIGNED INTO LAW ACT 331,
ESTABLISHING SOUTH CAROLINA AS THE WORLD’S NEWEST CAPTIVE DOMICILE. WITH THIS,
SOUTH CAROLINA ENTERED A MARKET LONG DOMINATED BY OFFSHORE MARKETS IN THE
CAYMANS, BERMUDA, GUERNSEY AND DUBLIN, IRELAND. WITHIN A YEAR SOUTH CAROLINA
WAS VIEWED AS ONE OF THE THREE MOST IMPORTANT US DOMICILES LEAD ONLY BY
VERMONT AND HAWAII. ON OCTOBER 17, 2000, THE DEPARTMENT OFFICIALLY
ESTABLISHED THE ALTERNATIVE RISK TRANSFER SERVICES DIVISION AS A NEW AND
SEPARATE DIVISION TO SERVE THE MARKET.

LEGISLATION PASSED IN 2001 CREATED AN ENTIRELY NEW AND UNIQUE CAPTIVE
VEHICLE FOR SOUTH CAROLINA, “CAPTIVE REINSURERS”. COMPANIES FORMED UNDER THIS
LAW MUST BE PRIMARILY ENGAGED IN REINSURANCE ENTERPRISES, BE CAPITALIZED AT EITHER
$300 MILLION OR 10% OF RESERVES, HAVE A PARENT COMPANY WITH A NET WORTH OF AT
LEAST $500 MILLION AND MAINTAIN 35% OF ITS RESERVES IN SOUTH CAROLINA FINANCIAL
INSTITUTIONS.

COMPANIES TODAY FACE A BROAD RANGE OF RISKS. IN TODAY’S MARKET, MORE THAN
EVER BEFORE, THE COMPANIES THAT WILL SUCCEED AND THRIVE ARE THE ONES WHO SEEK
INNOVATIVE WAYS TO MANAGE THOSE EXPOSURES AND IDENTIFY ALTERNATIVES.

ALTERNATIVE RISK FINANCING PROGRAMS ARE PLAYING AN INCREASINGLY IMPORTANT
ROLE IN THE COMMERCIAL LINES MARKET, OFTEN OFFERING DISTINCT ADVANTAGES OVER
TRADITIONAL INSURANCE PRODUCTS. MOST RELIABLE ESTIMATES NOW INDICATE THAT “THE
ALTERNATIVE MARKET” NOW REPRESENTS 45% OR MORE OF THE COMMERCIAL MARKET—AND
IS GROWING!

SOUTH CAROLINA HAS ENTERED THIS MARKET WITH FULL COMMITMENT, OFFERING A
FULL RANGE OF OPPORTUNITIES FOR ALTERNATIVE RISK TRANSFER AND FINANCING.
CAPTIVES, PROTECTED CELLS, SECURITIZATION AND SPECIAL PURPOSE VEHICLES ARE ALL
EITHER FULLY AVAILABLE IN SOUTH CAROLINA OR IN THE DEVELOPMENT PROCESS. THE
ULTIMATE GOAL IS TO OFFER ANY OF THE ALTERNATIVES AVAILABLE, EITHER ONSHORE OR
OFFSHORE, RIGHT HERE IN SOUTH CAROLINA. THE DEPARTMENT OF INSURANCE HAS NOW
DEMONSTRATED ITS COMMITMENT TO THIS MARKET AND ITS INTENT TO CONTINUE AS A WORLD
LEADER IN INNOVATION.

FOR THOSE ATTEMPTING ANY OF THE VARIOUS ALTERNATIVE RISK FINANCING OPTIONS,
IT'S IMPORTANT TO APPROACH THE DEAL WITH CLEAR, REALISTIC OBJECTIVES AND A FULL
UNDERSTANDING OF EXACTLY WHAT THE COMPANY HOPES TO ACCOMPLISH. THE SOUTH
CAROLINA DEPARTMENT OF INSURANCE HAS CREATED A SEPARATE DIVISION, THE
ALTERNATIVE RISK TRANSFER SERVICES (ARTS) DEPARTMENT TO FACILITATE THIS GROWTH.

WITH RESPECT TO THIS NEW MARKET OPPORTUNITY, THE FOLLOWING TOPIC AREAS
HAVE BEEN SELECTED FOR FURTHER DISCUSSION. ADDITIONAL READING MATERIAL CAN BE
FOUND IN THE ATTACHMENT LOCATED IN THE REAR OF THIS SECTION.



SECURITIZATION OF RISK

INCREASINGLY, THERE IS A CONVERGENCE OF TRADITIONAL RISK MANAGEMENT AND
FINANCIAL RISK MANAGEMENT. RISK FINANCING IS EVOLVING AND CONSEQUENTLY,
RISK MANAGERS MUST TAKE THE INITIATIVE TOWARDS COMBINING
INSURANCE/REINSURANCE AND FINANCIAL MARKET STRENGTH WITH EXPERTISE.

SECURITIZATION FACILITATES RISK TRANSFER TO THE CAPITAL MARKETS, AS
INSURANCE RISK IS TRANSFORMED INTO INVESTMENT RISK. ALTHOUGH IT HAS BEEN
UTILIZED ALMOST SOLELY BY INSURERS AND REINSURERS IN THE PAST, COMMERCIAL
INSURANCE CUSTOMERS ARE INCREASINGLY USING IT.

SECURITIES ARE CREATED FOR WHICH RETURNS ARE DETERMINED BY VALUES OF
UNDERLYING LIABILITIES. A LIABILITY-BACKED SECURITY, FOR EXAMPLE, SEGREGATES

POOLS OF LIABILITIES AND PAYS INVESTORS RETURNS BASED ON THE PERFORMANCE
OF THE POOL. IN EFFECT, THIS CREATES AN INDEX UNIQUE TO EACH POOL OF RISKS.

PROTECTED CELLS

LEGISLATION PASSED IN 2000-DESIGNED TO FACILITATE SECURITIZATION OF RISK

LEGISLATION UPDATED IN 2001 TO ADD SECURITY AND TO INTEGRATE MORE FULLY
WITH CAPTIVE VEHICLES

USEFUL IN NUMEROUS CAPTIVE STRUCTURES

WHEN INTEGRATED INTO SPONSORED CAPTIVES, ARE EXTREMELY FLEXIBLE AND
USEFUL (SPONSORED CAPTIVES MAY DISCOUNT RESERVES)

CAPTIVES

ACCORDING TO BEST'S VIEWPOINT, AN INDUSTRY 4,355 IN NUMBER GENERATING
ABOUT $28 BILLION IN PREMIUM.

PRIOR TO 2000, SOUTH CAROLINA'S SHARE OF THIS WAS ZERO.

CAPTIVES HAVE (ACTIVELY) OPERATED ONSHORE FOR MORE THAN 20 YEARS NOW, OFF
SHORE FOR EVEN LONGER, AND WILL CONTINUE TO OPERATE AND GROW AT AN
ESTIMATED RATE OF AT LEAST 5% PER YEAR FOR THE NEXT 10 YEARS

CAPTIVES PROVIDE INSURANCE IN MARKETS WHERE TRADITIONAL INSURANCE IS EITHER
UNAVAILABLE OR UNAFFORDABLE AND PROVIDE MUCH NEEDED PROTECTION FOR
INDUSTRY AND INDIVIDUALS, HELPING TO MAINTAIN JOBS THAT WOULD OTHERWISE BE
LOST WITHOUT A METHOD FOR OBTAINING INSURANCE.



COMPETITIVE BUSINESS ENVIRONMENT

DEPARTMENT OF INSURANCE HAS A BUSINESS FRIENDLY APPROACH.

WILLING AND ABLE TO REVIEW AND DEVELOP ANY REASONABLE ALTERNATIVE
APPROACH TO RISK FINANCING AND TRANSFER.

INTERSTATE AND INTERNATIONAL INFRASTRUCTURE

AN ACTIVE AND GROWING ASSOCIATION FOR THE PROPAGATION OF CAPTIVES AND

OTHER ALTERNATIVE RISK AND FINANCING VEHICLES (SCCIA).

SOUTH CAROLINA CURRENTLY HAS 10 RECOGNIZED CAPTIVE MANAGEMENT GROUPS,
FOUR ARE “HOMEGROWN” GROUPS OPERATING IN CHARLESTON AND GREENVILLE AND
EMPLOYING SC ADMINISTRATORS. (CHARLESTON CAPTIVE MANAGEMENT, USA RISK
GROUP SC, SEAMARK, AND W.A. TAFT, SC.)

FOUR LEGAL GROUPS NOW OFFER A CAPTIVE INSURANCE SPECIALIZATION.

THREE SOUTH CAROLINA BANKING AND FINANCIAL GROUPS AND AT LEAST ONE
INTERNATIONAL BANKING GROUP HAVE RECOGNIZED THE NEED TO OFFER SERVICES
SPECIALLY GEARED TOWARD SC CAPTIVES.

SOUTH CAROLINA IS EASY GEOGRAPHICALLY TO GET TO. COST OF DOING BUSINESS IS
LOW. RECREATION ORIENTED (THE GOLF CAPITAL OF THE WORLD).
ENVIRONMENTALLY DIVERSE AND BEAUTIFUL ~ TEMPERATE WEATHER YEAR ROUND.

DEPARTMENT OF INSURANCE HAS A SEGREGATED DEPARTMENT DEDICATED TO
CAPTIVE SERVICE. EASY TO REACH. FLEXIBLE IN APPROACH.

COMPETITIVE CORPORATE AND PREMIUM TAX STRUCTURE

SOUTH CAROLINA ALLOWS ALL KNOW FORMS OF CAPTIVE AND SECURITIZATION
VEHICLES.

TAX STRUCTURE ALMOST IDENTICAL TO VERMONT'’S.

DESIGNED TO BE EXTREMELY FLEXIBLE AND SITUATION-SPECIFIC IN SETTING
STANDARDS.

LOWEST COST OF ENTRY IN ANY ONSHORE DOMICILE



ATTACHMENT

SOUTH CAROLINA
ALTERNATIVE RISK TRANSFER MARKET

SECURITIZATION

STRATEGIC RISK MANAGEMENT ADOPTS A MORE INTEGRATED VIEW OF RISK THAN
TRADITIONAL RISK MANAGEMENT, INCORPORATING BOTH INSURABLE AND FINANCIAL RISKS.
THROUGH THIS HOLISTIC OR INTEGRATED APPROACH TO RISK MANAGEMENT, A NEW ARSENAL
OF RISK FINANCING TOOLS HAS BEEN DEVELOPED. SECURITIZATION IS AMONG THE MOST
USEFUL OF THESE.

SIMPLY PUT, SECURITIES ARE CREATED FOR WHICH RETURNS ARE DETERMINED BY
VALUES OF UNDERLYING LIABILITIES. A LIABILITY-BACKED SECURITY, FOR EXAMPLE,
SEGREGATES POOLS OF LIABILITIES AND PAYS INVESTORS RETURNS BASED ON THE
PERFORMANCE OF THE POOL. IN EFFECT, THIS CREATES AN INDEX UNIQUE TO EACH POOL OF
RISKS.

SECURITIZATION FACILITATES RISK TRANSFER TO THE CAPITAL MARKETS, AS
INSURANCE RISK IS TRANSFORMED INTO INVESTMENT RISK. ALTHOUGH IT HAS BEEN UTILIZED
ALMOST SOLELY BY INSURERS AND REINSURERS IN THE PAST, IT IS INCREASINGLY BEING USED
BY COMMERCIAL INSURANCE CUSTOMERS.

INCREASINGLY, THERE IS A CONVERGENCE OF TRADITIONAL RISK MANAGEMENT AND
FINANCIAL RISK MANAGEMENT. RISK FINANCING IS EVOLVING AND CONSEQUENTLY, RISK
MANAGERS MUST TAKE THE INITIATIVE TOWARDS COMBINING INSURANCE/REINSURANCE AND
FINANCIAL MARKET STRENGTH WITH EXPERTISE.

CAPTIVES

ON JUNE 6, 2000, GOVERNOR JIM HODGES SIGNED INTO LAW ACT 331,
ESTABLISHING SOUTH CAROLINA AS THE WORLD’'S NEWEST CAPTIVE DOMICILE. WITH THIS,
SOUTH CAROLINA ENTERED A MARKET LONG DOMINATED BY OFFSHORE MARKETS IN THE
CAYMANS, BERMUDA, GUERNSEY AND DUBLIN, IRELAND. WITHIN A YEAR SOUTH CAROLINA
WAS VIEWED AS ONE OF THE THREE MOST IMPORTANT US DOMICILES LEAD ONLY BY
VERMONT AND HAWAII.

AS OF THIS WRITING, SOUTH CAROLINA ARTS HAS LICENSES 10 CAPTIVE COMPANIES.
FOUR PURE/SINGLE PARENT COMPANIES; FIVE CAPTIVE RISK RETENTION GROUPS AND ONE
SPONSORED/PROTECTED CELL COMPANY. EIGHT CAPTIVE MANAGEMENT GROUPS HAVE
ESTABLISHED A PRESENCE IN THE STATE. THREE OF THESE, CHARLESTON CAPTIVE
MANAGEMENT, THE SEAMARK GROUP AND USA RISK GROUP, ESTABLISHING NEW OFFICES IN
CHARLESTON. [N ADDITION, LAW FIRMS, BANKING AND FINANCIAL SERVICES GROUPS,
ACTUARIES AND CPAS ARE REAPING BENEFITS FROM PROVIDING SERVICES TO THIS NEW
INDUSTRY. COORDINATING MUCH OF THE EFFORTS OF THIS DEVELOPMENT HAS FALLEN TO
THE SOUTH CAROLINA CAPTIVE INSURANCE ASSOCIATION. FOUNDED AND MANAGED BY JIM
KINDER, THE ASSOCIATION HAS HOSTED TWO EDUCATIONAL CONFERENCES AND HAS
ESTABLISHED WORKING GROUPS DEALING WITH LEGISLATION, CAPTIVE DEVELOPMENT,



EDUCATION AND SERVICE NETWORKS, AMONG OTHER ISSUES. THE ASSOCIATION PUBLISHES
A QUARTERLY NEWSLETTER, 7THE PALMETTO CAPTIVE INSURANCE JOURNAL.

ON OCTOBER 17, 2000, THE DEPARTMENT OFFICIALLY ESTABLISHED THE
ALTERNATIVE RISK TRANSFER SERVICES DIVISION AS A NEW AND SEPARATE DIVISION TO
SERVE THE MARKET. THE DIRECTOR NAMED CLAYTON INGRAM AS THE DIRECTOR OF
BUSINESS DEVELOPMENT FOR THE NEW DIVISION. THE STAFF HAS NOW GROWN TO INCLUDE
LESLIE JONES, ACTUARIAL AFFAIRS, STEVE MATTHEWS, FINANCIAL ANALYST, DOUG
CONCANNON, LEGAL COUNSEL AND GLORIA JACOBS, ADMINISTRATIVE ASSISTANT.
ADDITIONAL STAFF IS ANTICIPATED AS THE PROGRAM GROWS.

EQUAL IN IMPORTANCE TO PROVIDING A VALUABLE ALTERNATIVE MARKET FOR RISK
TRANSFER, THE CAPTIVE INITIATIVE WILL PROVIDE IMPORTANT NEW ECONOMIC GROWTH FOR
SOUTH CAROLINA. IN ADDITION TO NEW FINANCIAL STREAMS, NEW AVENUES ARE CREATED
FOR ASSOCIATED SERVICE INDUSTRIES FROM RISK MANAGEMENT SERVICES (INCLUDING
CLAIMS HANDLING, RISK CONTROL, ACTUARIAL SERVICES) AND CAPTIVE OPERATIONS
(INCLUDING MANAGEMENT, LEGAL, BANKING/INVESTMENT AND AUDITING SERVICES.)

A PROTECTED CELL COMPANY IS LEGALLY ONE COMPANY THAT CAN CREATE DISTINCT
PARTS, OR CELLS, WHICH HAVE THEIR OWN ASSETS AND LIABILITIES. IT IS EFFECTIVELY A
CAPTIVE OPERATING WITHIN A SINGLE COMPANY. THE CONCEPT IS SIMILAR TO A "RENT-A-
CAPTIVE" APPROACH; THE COMPANY STRUCTURE IS "RENTED," WITH CAPITAL USUALLY BEING
SUPPLIED BY THE CELL OWNER.

CHARACTERISTICS OF A PCC INCLUDE:
e IT IS A SINGLE LEGAL PERSON. THE CREATION OF A PROTECTED CELL WITHIN THE
COMPANY DOES NOT CREATE, IN RESPECT OF THAT CELL, A LEGAL PERSON SEPARATE
FROM THE COMPANY.

e PROTECTED CELLS ARE CREATED WITHIN THE CAPITAL STRUCTURE OF THE COMPANY
IN ORDER TO SEGREGATE AND PROTECT THE ASSETS WITHIN THAT CELL FROM CLAIMS
THAT ARE UNRELATED TO THAT CELL.

¢ PROTECTED ASSETS ATTRIBUTABLE TO A CELL OF A PCC ARE ONLY AVAILABLE TO THE
CREDITORS OF THE COMPANY WHO ARE CREDITORS IN RESPECT OF THAT CELL. SUCH
ASSETS ARE ABSOLUTELY PROTECTED FROM THE CREDITORS OF THE COMPANY WHO
ARE NOT CREDITORS IN RESPECT OF THAT PARTICULAR CELL.

¢ CREDITORS WHO HAVE CONTRACTED WITH THE PCC IN RESPECT OF ONE PARTICULAR
CELL ONLY ARE ABLE TO MAKE CLAIMS BOTH AGAINST THE ASSETS OF THAT CELL AND
AGAINST THE GENERAL NON-CELLULAR ASSETS OF THE COMPANY (BUT NOT AGAINST
ASSETS IN THE OTHER PROTECTED CELLS).

THE PROTECTED CELL LEGISLATION OF 38-10 WAS ORIGINALLY CONCEIVED TO PROVIDE A
VEHICLE FOR INSURANCE SECURITIZATION. WITH THE DEVELOPMENT OF 38-90 (THE CAPTIVE
INSURANCE COMPANIES ACT) IT BECAME CLEAR THAT THE TWO WORKED TOGETHER. IN FACT,
THE SPONSORED CAPTIVE PORTION OF THE CAPTIVES ACT SPECIFICALLY REFERENCES
PROTECTED CELL.

THE BULK OF THE NEW AMENDMENTS IN 2001 CLARIFY THAT ALL THE PROVISIONS OF THE
PROTECTED CELL LEGISLATION APPLY TO CAPTIVE INSURANCE COMPANIES AS WELL.



REINSURANCE CAPTIVES

LEGISLATION PASSED IN 2001 CREATED AN ENTIRELY NEW AND UNIQUE CAPTIVE
VEHICLE FOR SOUTH CAROLINA, “CAPTIVE REINSURERS”. COMPANIES FORMED UNDER THIS
LAW MUST BE PRIMARILY ENGAGED IN REINSURANCE ENTERPRISES, BE CAPITALIZED AT EITHER
$300 MILLION OR 10% OF RESERVES, HAVE A PARENT COMPANY WITH A NET WORTH OF AT
LEAST $500 MILLION AND MAINTAIN 35% OF ITS RESERVES IN SOUTH CAROLINA FINANCIAL
INSTITUTIONS. THOUGH THIS IS A RELATIVELY SMALL MARKET IN TERMS OF THE NUMBER OF
COMPANIES WHO CAN TAKE ADVANTAGE OF THESE LAWS, IT IS VERY IMPORTANT. THE US
REINSURANCE MARKET IS CURRENTLY BEING OUT-COMPETED BY FOREIGN REINSURANCE
COMPANIES WHO ARE ALLOWED TO DISCOUNT THEIR RESERVES. THIS LAW SEEKS TO LEVEL
THE PLAYING FIELD WITH WHAT OFFSHORE AND OVERSEAS REINSURERS ARE ALLOWED TO DO
VERSUS WHAT THEY MAY DO IN THE UNITED STATES. THIS IS GOOD NEWS FOR SOUTH
CAROLINA AND GOOD NEWS FOR BUSINESS.

SC ENTERS A NEW SECTOR OF THE FINANCIAL SERVICES INDUSTRY. REINSURANCE
REPRESENTS $ 150-$200 BILLION CAPITAL WORLDWIDE. BEFORE THIS LEGISLATION, SOUTH
CAROLINA’S SHARE OF THIS MARKET WAS $0O. THIS WILL ALSO INCREASE OUR SHARE OF THE
ASSETS MANAGEMENT INDUSTRY THAT IS CURRENTLY MONOPOLIZED BY THE NORTHEASTERN
STATES. THIS SOLVES A MAJOR BUSINESS REPORTING PROBLEM FOR PROPERTY AND
CASUALTY COMPANIES IN THE US, ALLOWING, FOR THE FIRST TIME, US REINSURERS TO
REPORT DISCOUNTED RESERVES TO THE US SECURITIES AND EXCHANGE COMMISSION. THIS
MEANS THEY WILL FINALLY BE ABLE TO COMPETE MORE EFFECTIVELY AGAINST NON-US
REINSURERS AND SHOULD ALLOW GREATER POTENTIAL FOR EXPANSION IN AN EVER-
HARDENING MARKET.



LESSON ONE: MAKE A SPLASH!

THE CAPTIVE MARKET IS CLEARLY ON THE RISE, LARGELY BOOSTED BY THE HARDENING
MARKET AND THE INTEREST CREATED BY NEW TYPES OF CAPTIVES. THE RESULT HAS BEEN A
FAIRLY DRAMATIC UPTURN IN INTEREST IN CAPTIVES IN THE LAST SIX MONTHS OR SO. BUT THE
INTEREST IS NOT BEING REFLECTED ACROSS ALL REGIONS AND ALL DOMICILES -SOME ARE
BENEFITING DRAMATICALLY WHILE OTHERS ARE STAYING STILL.

NEW DOMICILES SEEM TO BE SPRINGING UP EVERY MONTH - THE US IN PARTICULAR SEEMS ON
COURSE TO HAVE PRACTICALLY EVERY STATE AS A CAPTIVE DOMICILE. IN REALITY THERE ARE
NOW 17 STATES WITH CAPTIVE LEGISLATION, PLUS WASHINGTON DC, PLUS THE US VIRGIN
ISLANDS AND GUAM. IT SURELY WILL NOT BE LONG BEFORE THE US BECOMES A TERRITORY
MADE UP PURELY OF CAPTIVE DOMICILES.

BUT WHILE THERE HAS BEEN A SMALL EXPLOSION OF DOMICILES AROUND THE WORLD, THE
SUCCESS OR POTENTIAL SUCCESS OF THESE NEW DOMICILES VARIES CONSIDERABLY. WHILE
SOME DOMICILES HAVE BEEN AROUND FOR YEARS WITH LITTLE INTEREST, OTHERS HAVE
ALREADY SHOWN SIGNS OF GROWTH.

THERE ARE A VARIETY OF REASONS FOR THIS. ONE IS THE POWER OF MARKETING. SOME
DOMICILES HAVE BEEN ESTABLISHED WITH LITTLE PLANNING AS TO HOW IT WILL ATTRACT
CAPTIVES - IN OTHER WORDS, THE LEGISLATION IS PUT IN PLACE AND THEN IT IS ASSUMED
THAT CAPTIVES WILL COME RUNNING.

ON THE OTHER HAND, SOME DOMICILES HAVE UNDERSTOOD THAT TO ATTRACT CAPTIVES IT
TAKES MARKETING, PROMOTION, PUBLICITY, AND A FRIENDLY WELCOME. A GOOD EXAMPLE IS
SOUTH CAROLINA, A NEWCOMER TO THE SCENE, HAVING PASSED ITS LEGISLATION ONLY LAST
YEAR. BUT IT ALREADY HAS A HANDFUL OF CAPTIVES, INCLUDING REDOMICILIATIONS, AND
MUCH OF THIS IS DUE TO A POSITIVE MARKETING STRATEGY. SOUTH CAROLINA HAS A
BUSINESS DEVELOPMENT DIRECTOR FOCUSED PURELY ON THIS SECTOR, AND HAS ALREADY
ESTABLISHED THE SOUTH CAROLINA CAPTIVE INSURANCE ASSOCIATION.

IT HAS ALSO RECOGNIZED THE VALUE OF CONFERENCES, AND IS HOSTING TWO CAPTIVE
INSURANCE CONFERENCES IN THE SPACE OF A FEW WEEKS: "SOUTH CAROLINA CAPTIVE
INSURANCE ASSOCIATION SPRING FORUM: MAKING THE BEST OF ALTERNATIVE RISK
FINANCING AND CAPTIVE INSURANCE'" IN MAY AND THE "CAPTIVE AND RISK FINANCING
SUMMIT" IN JUNE. SOUTH CAROLINA HAS CLEARLY DECIDED TO BECOME A MAJOR PLAYER
AND HAS GAINED THE STATE AND PRIVATE RESOURCES TO ATTEMPT THIS, AND THIS IS A
CRUCIAL FACTOR IN THE SUCCESS OR FAILURE OF A DOMICILE. IN OTHER WORDS, IT IS
IMPORTANT NOT TO BE HALF-HEARTED - TO BECOME ESTABLISHED IT IS NECESSARY TO GO IN
WITH ALL GUNS BLAZING, WITH INVESTMENT AND STRUCTURES AND SERVICES IN PLACE
(WHICH MEANS EXPENSES UP FRONT). YOU HAVE TO SPECULATE TO ACCUMULATE.

BERMUDA, GUERNSEY, VERMONT AND HAWAII ARE ALL EXAMPLES OF DOMICILES WITH A
GOOD GRASP OF THE VALUE OF MARKETING, THROUGH CONFERENCES, NEW PRODUCTS AND
THROUGH THE WORKS OF THE VARIOUS CAPTIVE ASSOCIATIONS. THERE ARE MANY OTHER
DOMICILES EQUALLY AS SUCCESSFUL, BUT THERE ARE OTHERS THAT ARE LESS POSITIVE IN
THEIR ATTITUDE TO GAINING NEW BUSINESS.

SOMETIMES THIS IS BECAUSE THERE SIMPLY ARE NOT THE RESOURCES AVAILABLE. THIS IS
ESPECIALLY TRUE OF SOME OF THE BRAND NEW DOMICILES, WHERE THE STATE OR COUNTRY
CANNOT AFFORD TO HAVE A DEDICATED CAPTIVE INSURANCE PERSON OR OFFICE UNTIL THE
DOMICILE HAS PROVIDE ITSELF AND ATTRACTED CAPTIVES - A CLASSIC CATCH 22 POSITION.



IN OTHER CASES, THE PROBLEM IS THAT THE PASSING OF CAPTIVE LEGISLATION HAS SOME
OTHER PURPOSE WHICH OVERRIDES ALL OTHERS, SUCH AS PURE ECONOMIC DEVELOPMENT
OF THE REGION. THIS CAN BE A PROBLEM (THOUGH NOT ALWAYS, AS DUBLIN'S [FSC WAS
DESIGNED TO CREATE JOBS AND KEEP |IRISH PROFESSIONALS IN THE COUNTRY, RATHER THAN
SIMPLY ATTRACT CAPTIVES, YET IT SUCCEEDED ON BOTH COUNTS).

THERE HAVE ALWAYS BEEN WINNERS AND LOSERS IN THE CAPTIVE SECTOR, AND SOME
DOMICILES WILL FLOURISH WHILE OTHERS STAGNATE. BUT GIVEN THE RECENT UPSURGE IN
INTEREST IN THE CAPTIVE SECTOR, ALL DOMICILES SHOULD BE LOOKING TO TAP INTO THIS
AND ATTRACT CAPTIVES, RATHER THAN WAITING FOR THEM TO COME KNOCKING AT THE DOOR.

THE ABOVE ITEM IS THE EDITORIAL FROM APRIL'S ISSUE OF CAPTIVE INSURANCE COMPANY
REVIEW. CAPTIVE INSURANCE COMPANY REVIEW IS ONLY AVAILABLE ON SUBSCRIPTION FROM
RISK AND INSURANCE RESEARCH GROUP. [F YOU WOULD LIKE TO SUBSCRIBE OR TO SEE A
SAMPLE COPY OF CAPTIVE INSURANCE COMPANY REVIEW, E-MAIL US NOW.
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ROBERT LIPPINCOTT, Il

CHAIRMAN &
CHIEF EXECUTIVE OFFICER

AXA CORPORATE
SOLUTIONS AMERICA

MR. LIPPINCOTT'S CAREER HAS CENTERED ITSELF WITHIN THE INSURANCE AND
REINSURANCE INDUSTRY SINCE HIS GRADUATION FROM ST. JOSEPH'S COLLEGE IN
PHILADELPHIA. HE JOINED AXA RE IN 1983 As CHAIRMAN AND CHIEF EXECUTIVE
OFFICER OF THE AMERICAN SUBSIDIARY.

IN 1989, HE WAS COMMISSIONED TO CREATE AXA AMERICA, THE COMPANY
COORDINATING THE OPERATIONS OF AXA REINSURANCE, AXA RE LIFE
INSURANCE AND AXA SPACE.

ROBERT CURRENTLY SERVES AS CHAIRMAN AND CHIEF EXECUTIVE OFFICER OF
AXA AMERICA CORPORATE SOLUTIONS, AXA CORPORATE SOLUTIONS
REINSURANCE AND AXA CORPORATE SOLUTIONS LIFE INSURANCE AND AS
CHAIRMAN OF AXA SPACE.

MR. LIPPINCOTT IS THE CHAIRMAN OF THE REINSURANCE ASSOCIATION OF
AMERICA.



OVERVIEW

ACCORDING TO REINSURERS, PRIOR TO THE TERRORISTS ATTACK ON SEPTEMBER 11,
2001, PROPERTY REINSURANCE WAS READILY AVAILABLE IN SOUTH CAROLINA’'S
COASTAL MARKETPLACE. HOWEVER, POST SEPTEMBER 11, 2001 REPORTS WITHIN THE
REINSURANCE MARKETPLACE HAVE BEEN MIXED. ACCORDING TO REINSURERS
CONTACTED, SOUTH CAROLINA'S COASTAL PROPERTY INSURANCE MARKETPLACE
CONTINUES TO BE A VIABLE MARKET OR THE REINSURANCE INDUSTRY. EXPERTS HAVE
NOTED THAT SOUTH CAROLINA’'S MARKETPLACE AVAILABILITY CONCERNS ARE MORE
RELATED TO THE GROWTH IN THE MARKETPLACE THAN THE RISKENESS OF THE
MARKETPLACE. THERE ARE A NUMBER OF POSITIVE FEATURES ABOUT SOUTH CAROLINA’S
COASTAL MARKET PLACE AND ARE BEST DESCRIBED IN THE FOLLOWING AREAS:

REINSURANCE RISK CONCENTRATION

¢ SOUTH CAROLINA COASTLINE IS HEAVILY POPULATED
¢ TREMENDOUS GROWTH IN COASTAL AREAS

e CLUSTERS OF POPULATION IN CHARLESTON AND MYRTLE BEACH

REINSURANCE - INSURED VALUES

e PROPERTY VALUES INCREASING IN COASTAL AREAS

e MORE HIGH VALUE HOMES AND COMMERCIAL DEVELOPMENTS



STABILITY — SOLVENCY

e REINSURANCE INDUSTRY APPEARS TO BE STABLE AND SOLVENT

¢ TECHNOLOGY HAS IMPROVED COASTAL PROPERTY MARKET BY
IMPROVING ACCURACY OF MODELING

¢ TECHNOLOGY WILL IMPROVE UNDERWRITING PROCESS THROUGH
GEOCODING AND IMAGING OF DOCUMENTS

HISTORICAL PATTERNS

e SOUTH CAROLINA HAS A MUCH LOWER EXPOSURE THAN SOUTH
FLORIDA AND MANY GULF STATES

e SOUTH CAROLINA IS NOT NORTH CAROLINA

e PLEASE NOTE HISTORICAL TRACK OF STORMS AND THE
FREQUENCY OF SEVERE HITS COMPARED TO OTHER AREAS



REINSURANCE COSTS

e SOUTH CAROLINA ALLOWS THE USE OF MODELING IN THE RATE
MAKING PROCESS BY LAW

e SOUTH CAROLINA ALLOWS THE IMPACT OF CHANGES IN
REINSURANCE RATES IN RATE MAKING PROCESS

¢ TECHNOLOGY SHOULD ALLOW STABILITY IN BENCHMARK RATES

AVAILABILITY

e REINSURANCE IS AVAILABLE BUT EFFECTS OF SEPTEMBER 1 17H
UNCERTAIN

¢ TECHNOLOGY SHOULD BRING STABILITY IN BENCHMARK RATE
SETTING

¢ TECHNOLOGY SHOULD ENHANCE UNDERWRITING PROCESS BY
USE OF GEO-CODING AND IMAGING
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South Carolina
Coastal Region Demographics

Population Change for South Carolina Coastal Counties (1990-2000)

-April 1,1990||April 1,2000||Difference||Percent change
South Carolina 3,486,310| 4,012,012|| 525,702 15.1%
|Beaufort County 86,425 120,937 34,512 39.9%
|Berkeley County 128,658 142,651 13,993 10.9%
ICharleston County 295,159|| 309,969 14,810|| 5.0%
IColleton County 34,377 38,264 3,887 11.3%
[Dillon County 29,114 30,722 1,608 5.5%
|Dorchester County 83,060)| 96,413 13,353 16.1%
IFlorence County 114,344 125,761 11,417 10.0%
|Georgetown County 46,302 55,797 9,495 20.5%
[Hampton County 18,186 21,386 3,200 17.6%
|Horry County 144,053 196,629 52,576 36.5%
Jasper County 15,487 20,678 5,191 33.5%
{Marion County 33,899 35,466 1,567 4.6%
Williamsburg County 36,815 37,217 402 1.1%
Totals ] 1,031,502 1,193,626| 162,124 13.5%

Florence

S.C. Coastal Region
2000 County Population

Dorchester

96,413 Berkeley

142,651
Colleton

Charleston
309,969

Beaufort
120,937



|| Population Demographics for South Carolina Coastal Counties (2000) ||

% Population 18+ || % In Labor Force 16+ | Median Family Income
|Beaufort County 76.8 68.2 $34,534
IBerkeley County 74.8 68.5 $31,233
|Charleston County 76.2 68.3 $31,374
IColleton County 72.5 67.5 $25,508
IDillon County 71.0 60.6 $22,144
IDorchester County 71.2 68.2 $34,209
IFlorence County 74.0 64.3 $28,718
|Georgetown County 74.8 61.9 $27,448
|Hampton County 72.4 58.6 $22,964
[Horry County 78.6 66.0 $28,504
Jasper County 73.2 60.3 $22,409
{Marion County 72.4 62.7 $21,873
Williamsburg County 71.4 60.2 $21,985

Crime Statistics for South Carolina Coastal Counties (2000)
Crimes Per 10,000 Population in 1998

Murder, Rape Breaking & Entering, All Crimes
Robbery Larceny, Vehicle Theft Index Total
South Carolina 20.8 486.9 577.2
|Beaufort County 18.1 560.6 653.4
|Berkeley County 11.9 377.0 448.9
(Charleston County 28.1 649.4 740.0
||Co||eton County 13.7 420.9 533.3
|Dillon County 31.3 508.8 696.7
|Dorchester County 13.5 378.7 436.2
IFlorence County 18.5 549.2 646.5
|Georgetown County 20.3 507.5 614.4
[Hampton County 10.9 300.8 396.4
[Horry County 30.4 834.6 1,038.9
Jasper County 25.3 661.7 752.9
{Marion County 15.4 404.9 492.0
|Williamsburg County 11.0 424.3 511.9

ACCRA Cost of Living Index

4™ Quarter 2000

Composite Grocery Housing Utilities Transportation Health Care | Miscellaneous
Charleston-
N. Charleston 102.8 102.8 107.0 97.0 95.7 102.2 102.9
Myrtle Beach 96.8 101.7 93.6 81.2 95.9 95.0 101.4

Hilton Head 108.8 110.5 113.7 83.1 104.5 104.8 112.0




Housing Units in Selected South Carolina Counties (1950-2000)
COUNTY 1950 1960 1970 1980 1990 2000

Beaufort 7,087 10,747 14,097 27,309 45,981 60,509

Berkeley 7,207 9,732 16,240 31,775 45,697 54,717

Charleston 47,187 61,946 77,067 99,685 123,550 141,031

Colleton 7,761 8,069 8,581 12,144 14,926 18,129

Dillon 7,308 7,902 8,439 10,152 10,590 12,679

Dorchester 5,879 7,025 9,726 20,342 30,632 37,237

Florence 19,529 22,558 27,578 39,186 43,209 51,836

Georgetown 8,174 9,634 10,813 16,416 21,134 28,282

Hampton 4,850 4,795 5,080 6,637 7,058 8,582

Horry 16,635 24,684 29,109 55,003 89,960 122,085

Jasper 2,724 3,248 3,668 5,292 6,070 7,928

Marion 8,219 8,723 6,904 11,936 12,777 15,143

Marlboro 8,247 8,025 8,147 10,691 10,955 11,894

Williamsburg 9,782 9,958 9,839 12,506 13,265 15,552

SOUTH CAROLINA| 557,672 678,679 815,309 1,153,381 1,424,155 1,753,670

2000 1990 2000 1990 2000 1990 2000 1990
Average Household _ _ Ave Household.Size Ave Household_Size
Size Average Family Size Owner_-Occupled Renter.-Occu;_ned
Housing Units Housing Units
Area Name
Il

South Carolina 2.53 2.68 3.02 3.16 2.59| 2.75| 2.37 2.52
|Beaufort County 2.51 2.59 2.90| 3.01 2.44 2.58| 2.71 2.61
IBerkeley County 2.75 3.01 3.15| 3.38 2.77 3.04 2.69| 2.95
|Charleston County 2.42 2.61 3.01 3.16 2.53 2.73| 2.25 2.43
|Colleton County 2.62 2.83 3.11 3.31 2.65 2.86 2.49| 2.73
IDillon County 2.71 2.91 3.24 3.47 2.75 2.90| 2.59) 2.95
|IDorchester County 2.72 2.87 3.13| 3.25 2.80) 2.98| 2.47 2.60
|Florence County 2.59) 2.78 3.08| 3.27 2.65 2.82 2.40| 2.66
|Georgetown County 2.55 2.83 3.01 3.31 2.57 2.87 2.46 2.70
[Hampton County 2.64 2.87 3.19| 3.41 2.69)| 2.88| 2.48 2.84
[Horry County 2.37 2.52 2.84 2.97 2.39| 2.56 2.33 2.43
Jasper County 2.75 2.87 3.22 3.38 2.74 2.90|| 2.76 2.79
IMarion County 2.64 2.86 3.16 3.39 2.65 2.85 2.60) 2.88|
IMarlboro County 2.59) 2.82 3.14 3.38 2.68| 2.86 2.40| 2.75
[williamsburg County 2.69| 3.03 3.22 3.56 2.74 3.05 2.47 2.94
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Year 2000 County Announcements

The tables on the following pages, lists the company name, job creation, and investment during
the year 2000 for counties located in the Coastal Region of South Carolina. In most instances,
the job creation and/or the investment is listed. In some instances, a zero is placed in the
category if the company requested that information remain confidential. Therefore, a zero does
not necessarily reflect a lack of new jobs created nor a lack of new investment.



Beaufort County

CompanyName County |Jobs| Investment | Product

Island Packet Beaufort 8 $0 Daily newspaper publisher

Graphics Corp Beaufort 1 $20,000 Signs & displays

Curry Copy Center of Hilton Head

Inc Beaufort 0 $10,000 Printing

Athena Corp Beaufort 4 $180,000 Polymer bathtubs, counter tops and showers

XRD Inc Beaufort 14 $500,000 Research and development

Racor-Parker Beaufort 60 $5,000,000 Diesel filtration systems and components

Berkeley County
Company Name | County |Jobs| Investment | Product

Gates Rubber Co Berkeley 0 $1,137,000 Timing belts, rubber
Davis and Small Decor Inc Berkeley 9 | $1,083,000 Signs and advertising specialties
Image Network of Charleston Inc Berkeley 0 $100,000 | Screen printing
Idea Berkeley 15 $850,000 |Textiles distribution and warehousing
Icon Health & Fitness Berkeley 50 = $5,000,000 |Distribution of health and fitness equipment
Harbor & Lake Inc Berkeley 0 $5,000 Transporting boats
Bayer Corp Berkeley 10 | $16,000,000 Dyestuffs, pigments & specialty colorants
Bayer Corp ) Berkeley 17 | $45,000,000 Dyestuffs, pigments & specialty colorants
Greenhouse Berkeley 20 $250,000 | Horticulture products
Atlantic Coast Steel & Supply Berkeley 3 $10,000 |Reinforcing steel fabrication

Fabrics Div Berkeley 0 | $6,311,059 Finishing plant-paper mach felt mfg

Agfa Corporation Berkeley 2 $750,000 |Finishing film products

Jackson & Tull/SMARTech Berkeley 25 $750,000 |Antennas for satellite systems

Briggs Plumbing Products Berkeley 90 $801,000 |Vitreous china

Briggs Plumbing Products Berkeley 30 | $5,100,000 Vitreous china

Brackett & Cochran Mfg Inc Berkeley 10 | $2,300,000 Job shop

SPAWAR Systems Center Berkeley 22 $849,000 Telecommunications services for the Navy
Williams Technologies Berkeley | 147 = $4,000,000 GM transmissions - remanufacture
National Car Rental Berkeley | 200 $0 Car rental reservation center

MVP Group Berkeley 75 | $5,000,000 Candles and stoneware distribution headquarters
Master Sheet Metal Works Inc Berkeley 2 $150,000 |Sheet metal fabrication

JM Steel Corp Berkeley 14 $0 Steel processing for mining, construction and auto industry



Charleston County

CompanyName | County |Jobs| Investment | Product
Getrag Precision Gear Charleston | 200 ' $40,000,000 |Manufacturer of gears for autos & trucks
Folbot Inc Charleston | 2 $0 Kayaks & accessories
Dial America Marketing Charleston | 0 $500,000 | Telemarketing service agency
G S Carter & Son Lumber Co Charleston 1 $0 Lumber products
Hill-Rom Company Charleston 0 $4,000,000 Efica therapy unit
BBT Screen Printers Inc Charleston | 17 $0 Screen printing
Inc Charleston 5 $158,000 Marine and industrial boiler repairs
Berle Manufacturing Co Inc Charleston | 0 $100,000 |Mens & boys trousers & slacks
Astendohnson Inc Charleston = 50 $0 Textiles: miscellaneous
American Paint Paddle Company | Charleston | 5 $75,600 Paint stirring paddles
Acme Distribution Centers Inc Charleston | 15 | $2,500,000 Warehousing and distribution of various goods
Cessco S Inc Charleston 1 $5,000 Pesticides and agricultural chemicals
Corinthian Marble, Inc Charleston 6 $10,000 Marble vanity tops
Collectech Systems Charleston | 250 | $2,000,000 Bill collection and customer retention call center
Chevron USA Products Co Charleston | 0 $800,000 |Lubrication oil manufacturing & packaging
Berchtold Corp Charleston | 0 | $1,300,000 Surgical lighting equipment
Broad Street Printing Co Charleston | 0 $5,000 Printing & copying
Csl Charleston | 100 | $5,000,000 Software programming, custom
Charleston Awning & Metal Co Charleston 1 $5,000 Ornamental iron work
The Code Corporation Charleston | 8 $0 Optical readers and scanners-mfg
T&T Inc Charleston | 4 $75,000 Automotive trimmings, apparel findings, related prod.
Trade Logistics Company Charleston | 0 $50,000 Warehousing & distribution
Your Future Inc Charleston | 6 $0 Computer training
Touch of Glass Inc Charleston | 2 $207,000 |Custom fabricated glass & mirror specialties
Scientific Research Corp Charleston | 60 $50,000 | Network control systems
Varian Interay Charleston = 12 $750,000 | X-ray tubes & apparatus
Universal Netcom Charleston | 0 $10,000 Installation of voice, data and fiber optic cable
Ulanji.com _| Charleston | 18 $0 Internet application provider
Center) Charleston | 40 = $4,000,000 |Aeroengine bearing services
Metal Trades Inc Charleston | 190 $0 Heavy metal fabrication
Metal Management Charleston | 2 $0 Metal service center
SCRA (SC Research Authority) Charleston @ 27 $604,821 |Manufacturing technology research
Machinist Inc Charleston | 3 $100,000 |General machine shop
P C Corner Charleston | 0 $3,000 Custom computer integration and networks
Letron Inc Charleston = 12 $0 Foil for edging shelves and furniture
KMC Telecom Charleston | 60 | $12,500,000 |High speed telecommunications
Kinder Morgan Energy Partners Charleston | 0 | $18,000,000 |Cargo handling
Jato Communications Charleston @ 12 $0 High speed internet access provider
Maquet Corp Charleston | 18 | $2,000,000 Operating room tables, sales and distribution
Rhodia Inc Charleston | 0 | $10,800,000 /Organo-phosphorus chemicals
Picquet Roofing Inc Charleston | 4 $0 Roofing & sheet metal fabrication
Phillips Industrial Services Corp Charleston = 12 $480,000 |Special industrial coatings



Dillon County

| Company Name | County |Jobs| Investment | Product
Herald Publishing Co Inc Dillon 50 = $2,500,000 |Distribuion of office supplies
Herald Multiforms Inc Dillon 4 $1,600,000 |Business forms
Charles Craft Inc Dillon 0 ' $2,100,000 Specialty yarns-synthetic fibers
Blenheim Bottlers Inc Dillon 5 $7,000,000 Ginger Ale

Dorchester County
| Company Name | County |Jobs| Investment | Product
Giant Cement Holding Inc Dorchester | 51 | $5,000,000 |Corporate headquarters for cement manufacturer
Giant Cement Co Dorchester | 5 $0 Portland & masonry cement
Geodata Consultants, Inc Dorchester | 2 | $1,000,000 /Computerized mapping services
Double B Trucking & Logistics Dorchester | 11 $500,000 | Trucking & logistics
Gransfors Bruks Inc Dorchester | 2 $0 Safety apparel-forestry industry
Con-Vel Inc Dorchester | 4 $0 Constant velocity joints & driveshafts
Blue Circle Cement Dorchester | 0 | $5,538,000 Portland cement
The Summerville Journal Scene Dorchester | 0 $10,000 Newspaper-The Summerville Journal Scene
The Journal Co Dorchester | 0 $15,000 Newspapers
Manufacturing Dorchester | 50 $400,000 'Windows
Showa Denko Carbon Inc Dorchester | 3 | $4,100,000 |Graphite electrodes/granular graphite
Selden Mast Inc Dorchester | 3 $0 Yacht masts and rigging
Westvaco Corp Dorchester | 0 $347,000 Lumber
Wellington Home Products Inc Dorchester | 0 $250,000 Lawn furniture pads
Linde Lift Truck Corp Dorchester | 15 | $2,000,000 Industrial & narrow aisle forklifts
South Carolina Dorchester | 10 | $1,400,000 |Flat rolled wire products
Group Dorchester | 250 $100,000,000|Fuel injectors (gasoline & diesel)
Quality Marble Dorchester | 40 | $1,750,000 Marble
Scout Boats Inc Dorchester | 20 $500,000 |Fiberglass boats



Florence County

| Company Name | County |Jobs| Investment | Product
Fleet Mortgage Group Florence 0 $3,046,800 Taxes, collections and insurance
Honda of South Carolina Mfg Inc Florence | 200 $20,000,000 |All terrain vehicles

Crenlo Inc Florence | 200 | $35,000,000 Cabs for construction machinery
Barloworld Handling LP Florence 2 $0 Forklift dealers

Aluminum Ladder Company Florence 16 $303,310 |Misc. structural steel & handrails
Inc Florence 1 $30,000 Sheet metal stamping dies
SteelFab Inc of SC Florence 10 | $1,000,000 Structural & miscellaneous steel
Inc Florence 0 $250,000 Bakery products

Sims Machining Florence 2 $300,000 |CNC production machining
Wellman Inc Florence 0 $6,500,000 'Nylon & polyester staple fiber

W Lee Flowers & Company Florence 50 @ $2,324,000 Grocery food distribution

M&M Document Center Florence 0 $30,000 Digital printing

Mid-South Metal Specialties Inc Florence 1 $13,000 CNC precision turning & milling
Lion Chemical Laboratories Inc Florence 0 $10,000 Electronic component coatings
S&W Manufacturing Florence 80 ' $5,250,000 File folder & filing supplies

Pee Dee Apparel Florence 0 $1,000 Men's boys' clothing, NEC

Georgetown County

Company Name | County |Jobs| Investment | Product
3V Inc Georgetown ' 15 $0 Detergent auxiliaries
Hammock Source Georgetown | 6 $0 Handmade rope hammocks
Akzo-Nobel Salt America Georgetown | 0 $50,000 Bulk & package evaporated salt
Cooper Wiring Devices Georgetown | 0 $360,000 | Current carrying wiring devices
The SEFA Group, Inc Georgetown | 22 | $13,500,000 Manufacturing of low carbon fly ash
Inc Georgetown 7 $250,000 Fabricated wire into insulation process
South Carolina Tees Georgetown | 400 | $10,000,000 T-shirts
S & S Precast Georgetown = 20 $500,000 Precast concrete products



Hampton County

Company Name | County |Jobs| Investment | Product
Ferguson Forest Products Inc Hampton 3 $500,500 |Logging
Elliott Sawmilling Co Inc Hampton 60 | $11,000,000 |Lumber
Hampton Gin Company Hampton 50 $500,000 Cotton gin
Cummings Oil Company Inc Hampton 0 $100,000 |Ice - bulk & package
Benton & Rhodes Inc Hampton 0 $500,000 |Logging, land and timber dealer
Southern Millwright & Supply Hampton 2 $50,000 | Millwright
X-Rod Hampton 4 $200,000 | Custom plastic products
Paul Haney & Associates Hampton 10 $200,000 |Mechanical systems design

Horry County

Company Name | County |Jobs| Investment | Product
Flight International Horry 110 | $5,000,000 |Aircraft finshing, interior and exterior
Glendinning Marine Products Horry 5 $100,000 |Electronic engine controls
Grove Recreations Inc Horry 0 $50,000 | Fiberglass laminating of props (figures)
Ebtron Inc Horry 4 $0 Air flow measurement
Conbraco Ind Inc Horry 12 | $1,600,000 Teflon seals
Waccamaw Metal Recycling Inc Horry 3 $0 Recycling services
Unicon Concrete LLC Horry 5 $500,000 |Ready-mixed concrete
Loris Industries Horry 4 $576,000 |Spun rayon acrylic and polyester yarn
Precision Southeast Inc Horry 14 $260,000 |Small plastic parts
Native Sons ) Horry 100 | $2,500,000 Embroidered garments
Conway/Myrtle Beach Inc Horry 9 | $1,130,000 Soft drinks



Jasper County

Company Name | County |Jobs| Investment | Product
Hilton Head Cookie Co Jasper 3 $600,000 | Cookies
High Cotton Inc Jasper 45 | $1,750,000 Screen printed gift items
Hilton Head Outdoor Products Jasper 2 $40,000 Canvas bags & totes
Carolina Asphalt Paving Inc Jasper 38 ' $1,600,000 |Asphalt mixtures
SiO2 Jasper 10 $750,000 |Quartz silestone for kitchen counter tops
Wood Tech Associates Jasper 23 $515,000 | Custom cabinetry
Shutters Jasper 7 $225,000 Shutters
Roberts Trailer Sales Jasper 4 $200,000 | Utility trailers
Oliver Kitchens and Baths Jasper 23 $395,500 |Cabinetry
Marion County
Company Name | County |Jobs| Investment | Product
Beneteau USA Marion 120 | $6,500,000 |Luxury sailing yachts
Arvin Meritor Marion 67 | $11,700,000 |Gas lift supports
White Printing Co Inc Marion 0 $15,000 Commercial printing, lithographic
Raytex Finishing Company Marion 0 $600,000 |Home Furnishing
Palmetto Hardwoods Inc Marion 2 $100,000 |Hardwood lumber

Williamsburg County

Company Name | County |Jobs| Investment | Product
Insurall Casualty Williamsburg| 311 | $5,000,000 Call center for insurance company
House of Raeford Farms Inc Williamsburg, 85 $0 Fully cooked bone-in chicken
Locker Co Williamsburg' 2 $50,000 Meat processing
Hebron Apparel Inc Williamsburg, 0 $40,400 | T-shirts
ClientLogic Corp Williamsburg' 250 | $7,500,000 |Technical support call center
Tip Top Tees Williamsburg 400 $530,000 | T-shirts
Tupperware US Inc Williamsburg, 38 | $3,350,000 |Plastic housewares
Summit Manufacturing Williamsburg| 50 | $17,000,000 Polyethelyne based nonwoven geosynthetics
Williamsburg Packing Co Williamsburg 2 $75,000 Pork-sausage, custom slaughter
Williamsburg Beverage Dist Williamsburg, 0 $47,000 | Beer distribution
Valley Forge Flag Corp Williamsburg' 100 | $1,000,000 |Flags
Pierce Machinery & Wire Inc Williamsburg, 0 $200,000 |Bailing wire
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AUTOMOBILE INSURANCE

SOUTH CAROLINA'S NEW AUTOMOBILE INSURANCE LAW TOOK EFFECT MARCH 1, 1999.

THE NEW LAW HAS HAD TREMENDOUS SUCCESS AND IS LOOKED UPON AS A ROLE MODEL FOR
OTHER STATES TO EMULATE. SOUTH CAROLINA’S GENERAL ASSEMBLY ENACTED THE MOST
COMPREHENSIVE CHANGES WITHIN THE STATE'S AUTO INSURANCE SYSTEM, SINCE 1974 WHEN
IT ENACTED THE “TAKE ALL COMERS” LAW. THE FOLLOWING ARE JUST A FEW OF THE POSITIVE
AFFECTS THE NEW LAW HAS HAD ON SOUTH CAROLINA’S AUTOMOBILE INSURANCE MARKET.

A JOINT UNDERWRITING ASSOCIATION (JUA) SERVES AS THE STATE'S AUTOMOBILE
INSURANCE RESIDUAL MARKET.

ALL DRIVERS INSURED WILL BE BASED ON THE RISK RATHER THAN ON A SUBSIDY BASED
SYSTEM.

APPROXIMATELY 125 NEW INSURERS HAVE ENTERED SOUTH CAROLINA’'S AUTO
INSURANCE MARKET.

INSURERS ARE ACTIVELY COMPETING FOR BUSINESS.

REDUCE GOVERNMENT INVOLVEMENT THEREBY REDUCING EXPENSE COSTS FOR
INSURERS, GENERATING GREATER COMPETITION IN THE MARKETPLACE. COST SAVINGS
WHICH ARE IN TURN PASSED BACK TO THE CONSUMER IN THE FORM OF LOWER RATES.

A NEW FILE AND USE LAW WAS ENACTED FOR OVERALL RATE REQUESTS OF 7% OR LESS.

ALLOWS COMPANIES THE FLEXIBILITY TO ADJUST THE RATE WITHOUT WAITING
FOR APPROVAL, THEREBY ENCOURAGING COMPANIES TO FILE SMALLER RATE INCREASES.

ENCOURAGES COMPANIES TO FILE FOR RATE INCREASES ON A REGULAR BASIS, WHICH
NEGATES THE NEED FOR LARGE RATE INCREASES FOR CONSUMERS.

AN UNINSURED MOTORISTS FUND WAS CREATED, A PORTION OF WHICH IS DISTRIBUTED
TO INSURERS ANNUALLY TO REDUCE THE IMPACT OF RATE INCREASES FOR UNINSURED
MOTORISTS COVERAGE.

THE NEW LAW ADDRESSES CONCERNS OF CONSUMERS WHO HAVE, FOR YEARS,
SUBSIDIZED UNINSURED DRIVERS ON OUR HIGHWAYS.

INSURERS HAVE THE FLEXIBILITY TO PROPERLY CLASSIFY AND CHARGE RISKS AVAILABLE
THROUGH THE USE OF TIERED RATING. MORE FLEXIBILITY CREATED FOR CONSUMERS AND
COMPANIES IN THE RATING OF AUTOMOBILE INSURANCE RISKS.

ALLOWS CONSUMERS TO BE RATED WITHOUT INCLUSION OF A SUBSIDY AND GIVES COMPANIES
THE ABILITY TO RATE DRIVERS AT A LEVEL COMMENSURATE WITH THE RISK.



PROGRAMS INITIATED IN SOUTH CAROLINA TO IMPROVE THE
WORKERS’ COMPENSATION INSURANCE MARKETPLACE

ASSIGNED RISK ADJUSTMENT PROGRAM (ARAP). ALLOWS ADDITIONAL
INCENTIVES FOR IMPROVED WORKPLACE SAFETY IN THE ASSIGNED RISK
PROGRAM BY PENALIZING LARGE EMPLOYERS WITH ADVERSE EXPERIENCE.
ARAP IS APPLIED ONLY TO INSUREDS THAT QUALIFY FOR EXPERIENCE
RATING (OVER $4,500 IN ANNUAL WORKERS' COMPENSATION PREMIUMS),
AND IS ONLY APPLICABLE IF THE EMPLOYER'S EXPERIENCE IS WORSE THAN
THE AVERAGE FOR THE CLASSIFICATION.

LARGE DEDUCTIBLES: ALLOWS FINANCIALLY ABLE EMPLOYERS TO
PARTICIPATE IN THEIR OWN EXPERIENCE. INJURED EMPLOYEES ARE
COVERED BY THE INSURANCE POLICY. DEDUCTIBLE LANGUAGE IS
CONTRACTUAL BETWEEN INSURER AND EMPLOYER.

WORKERS' COMPENSATION SERVICING CARRIER BID PROCESS: REDUCE
THE FEES PAID FOR SERVICING OF ASSIGNED RISK BUSINESS IN SOUTH
CAROLINA. IMPLEMENTATION OF THE BID PROCESS PRODUCED
SUBSTANTIAL SYSTEM SAVINGS.

LLOSSs cOST DIFFERENTIAL FOR EMPLOYERS WRITTEN IN THE ASSIGNED RISK
PROGRAM: MORE ACCURATELY DISTRIBUTE PREMIUM CHARGES TO RISKS
WITH GREATER POTENTIAL FOR LOSSES, BASED UPON AND JUSTIFIED BY
EXPERIENCE IN THE SOUTH CAROLINA WORKERS' COMPENSATION
INSURANCE ASSIGNED RISK PLAN. THE DIFFERENTIAL SUBSTANTIALLY
REDUCES THE SUBSIDIZATION OF ASSIGNED RISK PLAN INSUREDS BY
EMPLOYERS WRITTEN IN THE VOLUNTARY MARKET.

ASSIGNED RISK PREMIUM DISCOUNTS REMOVED:. [INCREASES PREMIUMS
RECEIVED FOR ASSIGNED RISK BUSINESS AND PROVIDE ADDITIONAL
INCENTIVES FOR LARGE EMPLOYERS IN THE ASSIGNED RISK PLAN TO
IMPROVE SAFETY AND LOSS CONTROL. REMOVES MARKETING DISCOUNTS
FROM THE INVOLUNTARY ASSIGNED RISK PROGRAM.

PERFORMANCE STANDARDS PROGRAM: PROVIDES INCREASED SCRUTINY
OF WORKERS' COMPENSATION ASSIGNED RISK SERVICING CARRIER
PERFORMANCE TO ENSURE IMPROVED SERVICE TO EMPLOYERS WRITTEN IN
THE ASSIGNED RISK PLAN. LOSS CONTROL STANDARDS ARE AN INTEGRAL
PART OF THE SERVICING CARRIER STANDARDS.

EMPLOYEE LEASING FILING APPROVED: EMPLOYER'S EXPERIENCE
FOLLOWS THE EMPLOYER TO MINIMIZE ABUSES TO THE EXPERIENCE RATING
PROGRAM CRITERIA. ENSURES THAT EMPLOYER CANNOT ESCAPE PRIOR
EXPERIENCE RATING FACTORS BY LEASING EMPLOYEES.



REVISED EXPERIENCE RATING PROGRAM: PROVIDES FOR GREATER
RESPONSIVENESS OF RATING FACTORS PLACING GREATER INCENTIVES ON
EXPERIENCE RATED EMPLOYERS TO IMPROVE SAFETY AWARENESS AND
LOSS CONTROL.

COMMUNICATIONS IMPROVEMENT PROGRAM: IMPROVES COMMUNICATIONS
BETWEEN  THE INSURANCE DEPARTMENT AND THE WORKERS'
COMPENSATION INSURANCE INDUSTRY TO TAKE MAXIMUM ADVANTAGE OF
SAFETY, LOSS CONTROL AND RATING PROGRAMS.

ASSIGNED RISK AUDIT PROGRAM: ENSURES PREMIUM, CLASSIFICATION,
AUDIT AND EXPERIENCE RATING CRITERIA ACCURACY. PRODUCES
ADDITIONAL RATE IMPACT FROM DISCOVERY OF MISCLASSIFICATIONS, AND
MISCALCULATIONS IN THE RATING PROCEDURES.

LoOss RATIO INCENTIVE PROGRAM APPROVED. PROVIDE INCENTIVES FOR
SOUTH CAROLINA WORKERS' COMPENSATION INSURANCE PLAN SERVICING
CARRIERS. REWARDS FOR BETTER THAN AVERAGE PERFORMANCE AND
PENALIZES FOR LESS THAN AVERAGE PERFORMANCE PROVIDED THERE ARE
REDUCTIONS IN INJURIES, CLAIMS AND OVERALL SYSTEM LOSSES.

INSURANCE, FRAUD DIVISION: PROVIDES A DIVISION OF THE ATTORNEY’S
GENERAL OFFICE TO INVESTIGATE AND PROSECUTE FRAUD. THE
INSURANCE DEPARTMENT HAS BEEN ACTIVE IN PROVIDING ASSISTANCE TO
THE FRAUD DIVISION SINCE ITS INCEPTION.

AMENDMENTS TO INSURANCE FRAUD STATUTES:. INCREASES FUNDING FOR
THE DIVISION OF THE ATTORNEY’'S GENERAL OFFICE AND PROVIDES GREAT
IMMUNITY FOR THE REPORTING OF FRAUD.

ASSIGNED RISK BILL: PROVIDES THE DIRECTOR MORE AUTHORITY OVER
THE ASSIGNED RISK PLAN IN ORDER TO ENSURE THAT THE PLAN IS FAIR,
REASONABLE AND EQUITABLE IN ITS APPLICATION AND TO PROVIDE FOR
COMPETITIVE BIDDING OF SERVICING CARRIERS BY THE DIRECTOR.

ELIMINATION OF OPT OUT AND CREATION OF STOP PAY. ELIMINATED THE
PROVISIONS OF SOUTH CAROLINA STATUTES THAT ALLOWED EMPLOYERS
TO OPT OUT OF PROVIDING WORKERS COMPENSATION COVERAGE, AND TO
PROVIDE A MECHANISM FOR INSURERS TO STOP PAYMENT TO EMPLOYEES
WHERE THE INJURY TO THE EMPLOYEE IS DISPUTED.

DRUG FREE WORKPLACE: A 5% CREDIT WAS MANDATED FOR EMPLOYERS
WHO IMPLEMENT A DRUG FREE WORKPLACE PROGRAM.



CONTACT INFORMATION

SOUTH CAROLINA DEPARTMENT OF INSURANCE
P.O.Box 100105

COLUMBIA, SC 29202

(803) 737-6150

(803) 737-6231 FAX

WWW.STATE.SC.US/DOI

DIRECTOR
TIM BAKER DEPUTY DIRECTOR TBAKER@DOI.STATE.SC.US
GWENDOLYN FULLER DEPUTY DIRECTOR GFULLER@DOI.STATE.SC.US
ANN ROBERSON EXECUTIVE ASSISTANT TO THE

DIRECTOR/INTERNAL AFFAIRS/
PuBLIC INFORMATION OFFICER AROBERSON@DOI.STATE.SC.US

MELANIE JOSEPH EXECUTIVE ASSISTANT TO THE

DIRECTOR/ LEGISLATIVE LIAISON JOSEPH@DOI.STATE.SC.US
CLAYTON INGRAM DIRECTOR OF BUSINESS

DEVELOPMENTS/ALTERNATIVE

RISK TRANSFER SERVICES CINGRAM@DOI.STATE.SC.US
DEAN KRUGER DIRECTOR, PROPERTY AND

CASUALTY DIVISION DKRUGER@DOI.STATE.SC.US
JAMES BYRD SENIOR ADVISOR TO THE

DIRECTOR JBYRD@DOI.STATE.SC.US
TiM CAMPBELL CHIEF FINANCIAL ANALYST TCAMPBELL@DOISTATE.SC.US

DIVISION OF FINANCIAL SERVICES

SC WIND & HAIL UNDERWRITING ASSOCIATION
PO Box 407

COLUMBIA, SC 29202

(803) 779-8373

(803) 779-0324 FAX

WWW.SCWHUA.COM

J. SMITH HARRISON, JrR., CPCU EXECUTIVE DIRECTOR SMITTY@SCWHUA.COM
DAVID A. LEADBITTER, CPCU UNDERWRITING MANAGER DAVID@SCWHUA.COM
RICHARD W. AMICK, CPCU ACCOUNTING/ DATA PROCESSINGRICK@SCWHUA.COM
WILLIAM D. MORRISON, RPA CLAIMS MANAGER BILL@SCWHUA.COM

SOUTH CAROLINA WORKERS' COMPENSATION COMMISSION
PO BoOx 1715

1612 MARION STREET

COLUMBIA, SC 29202-1715

(803) 737-5700

WWW.WCC.STATE.SC.US



http://www.state.sc.us/doi
mailto:ecsiszar@doi.state.sc.us
mailto:tbaker@doi.state.sc.us
mailto:gfuller@doi.state.sc.us
mailto:aroberson@doi.state.sc.us
mailto:joseph@doi.state.sc.us
mailto:cingram@doi.state.sc.us
mailto:dkruger@doi.state.sc.us
mailto:jbyrd@doi.state.sc.us
mailto:tcampbell@doi.state.sc.us
http://www.scwhua.com/
mailto:smitty@scwhua.com
mailto:david@scwhua.com
mailto:rick@scwhua.com
mailto:rick@scwhua.com
mailto:bill@scwhua.com
http://www.wcc.state.sc.us/

INDEPENDENT INSURANCE AGENTS OF SOUTH CAROLINA
PO Box 210008

COLUMBIA, SC 29221

(803) 7319460

(803) 772-6425 FAX

WWW.IIASC.COM

LELAND C. RUEF EXECUTIVE VICE PRESIDENT
G. FRANK SHEPPARD, AAl DIRECTOR OF MEMBERSHIP SERVICES

PROFESSIONAL INSURANCE AGENTS OF SOUTH CAROLINA
1226 PICKENS STREET, SUITE 203

COLUMBIA, SC 29201

(803) 256-6473

(803) 256-6475 FAX

WWW.PIAOFSC.COM

H. KELLY JONES EXECUTIVE VICE PRESIDENT

SOUTH CAROLINA ASSOCIATION OF AUTO INSURANCE AGENTS
3955 RIVERS AVENUE

CHARLESTON, SC 29405-7099

(843) 747-5291

(843) 554-2856 FAX

Lucy PETERS EXECUTIVE DIRECTOR

SOUTH CAROLINA INSURANCE NEWS SERVICE
1136 WASHINGTON STREET, SUITE 508
CoLuUMBIA, SC 29201

(803) 252-3455

(803) 779-0189 FAX

WWW.SCINSNEWS.COM

ALLISON DEAN WRIGHT EXECUTIVE DIRECTOR

LRUEF@IIASC.CM
FSHEPPARD®@IIASC.COM

PIAOFSC@AQOL.COM

LUCYUNLTD@AOL.COM

AWRIGHT@SCINSNEWS.COM



http://www.iiasc.com/
mailto:Lruef@iiasc.com
mailto:Fsheppard@iiasc.com
http://www.piaofsc.com/
mailto:piaofsc@aol.com
mailto:lucyunltd@aol.com
http://www.scinsnews.com/
mailto:awright@scinsnews.com
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